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Preface 


During the last twenty years problems arising out of the production 
and marketing of western grain have been under almost continuous 
review and discussion in Canada. They have been a source of constant 
preoccupation to the Dominion Government, leading at different times 
to royal commissions of inquiry. They have also required, on certain 
occasions, consideration by the governments of the three Prairie 
Provinces. The production and sale of cereals is such a vital part of 
the economic life of these provinces and, indeed, of Canada, that 
anything affecting this great industry becomes at once a subject of 
general interest. In the present volume, which follows my study 
The Canadian Grain Trade (1932), I have endeavoured to trace as 
accurately and as objectively as possible the sequence of events which 
have occurred in the interval and which have exerted an influence 
upon the organization of the trade. I hope that this study may be of 
assistance to future scholars who wish to judge and assess the signifi¬ 
cance of these events. 

Momentous changes have occurred since 1931. The period marks 
a shift from free trading on the open market to the compulsory mar¬ 
keting of Canadian wheat and other grains through the medium of 
a federal board endowed with wide powers. Basically this change 
stems from conditions arising out of the Great Depression and World 
War II. Whether it reflects permanent institutional changes in the 
methods of conducting international trade in cereals depends upon 
the future course of world affairs. In this sphere it would be rash to 
prophesy; the only certainty is uncertainty. What can be said with 
reasonable confidence is that in one form or another the Canadian 
Wheat Board will continue to be a significant factor in the marketing 
of Canadian wheat. 

Noteworthy also have been the dramatic recovery of the Pools and 
the negotiations of international agreements; also on the farm front 
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the establishment of a permit system to control deliveries of grain to 
country elevators and the enactment of legislation to protect producers 
against losses arising from the hazards of nature. 

With respect to the present volume I wish to express my thanks 
to Mr. H. L. Griffin, Mr. Stanley N. Jones, Mr. W. A. MacLeod, and 
Dr. T. W. Grindley, whose reading of the manuscript enabled me to 
clarify various points of interpretation. Any opinions expressed in the 
study, however, are entirely my own responsibility. I should add that 
owing to a delay in publication the text has since been drastically 
revised and enlarged to bring the record down to the present time. 
I also wish to thank the general managers of the three provincial Pools 
for making available to me information respecting the growth and 
position of these organizations. I am very grateful to Miss Francess 
Halpenny and to Miss M. Jean Houston, of the editorial stafiF of the 
University of Toronto Press, for their painstaking care in assisting me 
in the final revision of the manuscript. I have a further acknowledg¬ 
ment to make: to the Ganadian Social Science Research Council and 
to the Publications Fund of the University of Toronto Press for gen¬ 
erously providing financial underwriting for the publication of the 
book. 


McMaster University, Hamilton, Ontario 
August, 1951 


D. A. MacGibbon 
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The Prairie Provinces suffer 
a setback 

The years that intervened between the collapse of prices in 1929 and 
the outbrealc of war in 1939 were years of extreme difficulty for the 
grain growers of Western Canada. The great depression that followed 
1929 affected with especial severity the producers of farm products 
everywhere. From agricultural regions in all quarters of the globe 
came evidences of distress. Nor was this surprising since it is well 
known that in periods of violent price change agricultural products 
usually exhibit wider variation in price than do manufactured goods. 
Between 1929 and 1933 the world index number for industrial prices 
registered a decline in price levels of 48 per cent for manufactured 
goods, but agricultural prices receded much farther. The index number 
for agricultural prices went down from 100 in 1929 to 44 in 1933, or 
a reduction of 56 per cent.‘ This fact in itself, without further elabora¬ 
tion, is an indication of the magnitude of the disaster that struck 
agriculture throughout the world after the great boom of the nineteen- 
twenties. 

In no country was this collapse in agricultural prices accompanied 
by greater distress than in Western Canada, where the one-crop system 
of commercial agriculture generally prevails and wheat is the chief 
cereal cultivated. While the percentage of decline in wheat prices in 
Western Canada was not markedly greater than that of the decline 
in the prices of other agricultural products, the general economic 
position of the wheat growers was not such as to enable them to 
'World Economic Survey, 1933-34 (Geneva: League of Nations, 1934), p. 134. 
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sustain a drastic reduction in income. The average price for No. 1 
Manitoba Northern wheat, basis in store at Fort William, fell from 
124.3 cents per bushel for the crop year of 1929-30 to 54.2 cents per 
bushel for the crop year of 1932-33. Wheat prices had in fact begun 
to decline, though slowly at first, as early as 1925. The highest average 
price between 1920 and 1930 was realized during the crop year of 
1924-25 when No. 2 Manitoba Northern wheat was reported at 168.5 
cents per bushel.’ In December of 1932, under the impact of record 
deliveries by farmers, the price of wheat on the Winnipeg Grain 
Exchange dropped to 38 cents per bushel delivered at Fort William. 
This price was equivalent to about 22 cents per bushel for No. 1 
Northern wheat at country elevators located on the railway in the 
central regions of the western wheat belt. 

The dovraward drift at the outset was due chiefly to two circum¬ 
stances, a long-term trend in the world generally towards an excessive 
production of wheat relative to demand aggravated by declining per 
capita consumption, and the recurrence in Western Canada of espe¬ 
cially bountiful harvests. Between 1928 and 1933 the Canadian carry¬ 
over increased from 91,000,000 to 217,000,000 bushels. Then came the 
effects of widespread and severe depression. The result was that the 
average price of wheat which, throughout the period of 1925-29 had 
been 141.7 cents per bushel, was approximately 66 cents per bushel 
under conditions of depression during 1930-34. The depressed level 
of wheat prices in the later period meant a sudden drastic change in 
the western grain growers’ financial situation. Within a few months 
they passed from relatively high prosperity and seeming security to 
the menace of bankruptcy and disaster and extreme hardship. 

Nor did this situation improve quickly. When wheat prices began 
to exhibit some substantial degree of recovery after the low point of 
the depression had been reached, other circumstances unfortunately 
intervened that largely nullified in Canada the benefits of advancing 
prices. Unfavourable weather conditions affected the crops and re¬ 
duced the yield for the five years between 1933 and 1937 far below 
the long-term average. The average annual yield of wheat in Manitoba, 
Saskatchewan, and Alberta for these five years inclusive ranged from 
the abnormally low average of 6.4 bushels per acre in 1937 to 11.3 
bushels per acre in 1935, compared with the long-term average of 
approximately 17 bushels per acre. In 1937 the western wheat crop in 
large parts of the grain-growing area, especially in Saskatchewan, was 

^Canada Year Book, 1929, p. 262. 
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a complete failure. In that year the western wheat crop amounted in 
all to only 156,800,000 bushels, the average yield per acre being the 
lowest since Canada had become an important producer of wheat.* 
The distress of the depression years is often attributed almost solely 
to low prices with insufficient attention being given to the lengthening- 
out of distress because of crop failmres. 

With the return of better crops and some improvement in prices, 
the prospect for Canadian exports, already unstable because of exces¬ 
sive production, became more decidedly unfavorable. The deepening 
shadows of the approaching world war darkened the outlook. Those 
wheat-producing countries in Europe which normally looked to ex¬ 
ternal sources such as Canada for part of their annual supply actively 
endeavoured, for purposes of security, to increase their domestic pro¬ 
duction so that they would not be dependent upon external purchases 
in the event of war. As the Nazi threat grew increasingly ominous, 
the trend towards increased production of cereals in Western Europe 
became more pronoimced. All these developments tended to reduce 
purchases from overseas. When in 1939 war finally became a fact, the 
subsequent overrunning of Norway, Denmark, the Netherlands, and 
Belgium by Germany eflFectively eliminated from the Canadian export 
field some of the best continental European markets. Canadian export 
outlets for wheat were reduced by at least 30,000,000 bushels an¬ 
nually. For all practical purposes Great Britain alone remained. The 
grain growers of Western Canada, who had believed that the war 
would create during its progress such an overpowering demand for 
wheat that all their difficulties would, for the time being at least, 
disappear, found their expectations unfulfilled. 

One result of the loss of continental European markets, coinciding 
with a return to large yields per acre in Western Canada, was that 
immense carryovers of wheat began to accumulate. These carryovers 
overhung the market and tended to depress prices while creating at 
the same time difficult warehousing and financing problems. By the end 
of the crop year of 1940-41 the Canadian carryover was estimated at 
480,129,000 bushels, an amount not only far in excess of any previous 
carryover accumulated in Canadian history, but sufficiently great in 
itself to supply normal export possibilities for at least two years. To 
prevent greater declines in wheat prices in 1940-41 the Government 
set a minimum price of 70 cents per bushel for No. 1 Northern in store 
at Fort William. Subsequently, as a result of strong protests from the 

Hbid., 1939, p. 212. 



THE PRAIRIE PROVINCES 


producers that this price was too low, the Government increased the 
minimum price for 1942-43 to 90 cents per bushel. 


(«) 

(1) 

Acreage 

(2) 

Yield 

per 

(3) 

Produc¬ 

tion 

TABLE I‘ 

(4) 

Domestic 

wholesale 

price 

(5) 

Exports 
wheat 6- 
flour 

(6) 

Value 

of 

exports 

(7) 

Carryover 
July 31 

•= 

acres 

bu. 

bu. 

cents 

bu. 

$ 

bu. 


000 


000 


000 

000 

000 

1928 

23,159 

23.5 

544,598 

124 

407,564 

451,820 

91,156 

1929 

244197 

11.5 

279,336 

124/3 

186,267 

227,317 

127,239 

1930 

23,960 

16.6 

397,300 

64/2 

258,694 

188,421 

126,582 

1931 

25,586 

11.8 

301,181 

59/7 

207,030 

128,117 

138,598 

1932 

26,395 

16.0 

422,947 

54/2 

264,304 

151,321 

135,941 

1933 

25,177 

10.4 

263,004 

68 

194,780 

140,488 

217,657 

1934 

23,296 

11.3 

263,800 

81/6 

165,751 

136,665 

202,902 

1935 

23,293 

11.3 

264,096 

84/5 

254,425 

210,196 

213,852 

1936 

24,838 

8.1 

202.000 

122.5 

209,773 

221,825 

127,362 

1937 

24,599 

6.4 

156,800 

131/4 

95,586 

114,581 

37,049 

1938 

24,946 

13.5 

336,000 

62 

160,034 

106,037 

24,536 

1939 

25,813 

19.1 

494,000 

76/4 

192,674 

165,004 

102,911 

1940 

27,750 

18.5 

513,800 

74 

231,206 

185,902 

300,473 

1941 

21,140 

14.0 

296,000 

76/5 

225,828 

187,301 

480,129 

1942 

20,653 

25.6 

529,000 

94.4 

214,701 

198,029 

423,752 

1943 

16,091 

16.6 

267,800 

123/2 

343,755 

445,814 

594,626 

1944 

22,443 

17.5 

391,700 

125 

342,946 

456,238 

356,531 

1945 

22,566 

13.1 

294,600 

125 

343,186§ 

523,588 

258,073 

1946 

23,731 

16.6 

393,000 

138/4* 

239,421 

444,852 

73,600 

1947 

23,357 

13.7 

319,000 

155f 

194,690 

367,253 

87,367 

1948 

23,045 

15.5 

358,000 

200t 



75,993 


•Fixed price of $1.25 from August 1-February 17, inclusive. Price increased to 
$1.55 ^ective midnight February 17. Carrying charges of 3V4 cents per bushel 
to be added. 

fPlus 314 cents carrying charges. 

IPlus 5 cents carrying charges. 

§Flour exports have been adjusted to remove effects of time-lag in customs returns. 
Notes re Prices 

(a) Prices quoted are annual averages of daily spot prices No. 1 Northern 
basis Fort William-Port Arthur. 

{b) From August 1, 1942 to SeptembM 15, 1947, net price to millers on 
wheat for domestic consumption was 77 3/8 cents, the difference between this and 
the quoted price being made up by government subsidy. 

(c) From September 15, 1947 to July 31, 1948, the subsidy was discontinued. 
id) During August 1948, the rebate on wheat milled for domestic consumption 
was reinstituted at 45 cents per bushel. 

( e) Effective September 1 the subsidy was increased to 4614 cents per bushel. 


‘Agricultural Division, Dominion Bureau of Statistics, Ottawa, Oct. 27, 1948. 
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The main facts are conveniently summarized statistically in Table 1. 
Up to 1940 the figures reveal a trend towards increased acreage devoted 
to wheat, with violent fluctuations in yield per acre, in total production, 
and in prices. Except for the short crops of 1936 and 1937 the total 
annual amounts exported and the value of total exports did not fluctu¬ 
ate violently, but except for four years, from 19^ to 1947 inclusive, 
the annual total value of the wheat and flour exported did not exceed 
the siun reported for 1928. Excessive carryovers which had made the 
situation more difiBcult up to 1937 again began to appear in 1939 and 
continued to pile up until the stupendous amount of nearly 600,000,000 
bushels was reached in 1943-44. 

To appreciate fully the depressing effect of conditions in the nine¬ 
teen-thirties, not only upon the individual grain grower’s standard of 
living and financial solvency, but also upon western business generally 
and upon the maintenance of the institutional conveniences and ameni- 
ties of community life on the prairies,® one must take into account the 
importance of wheat to the prairie farmer as indicated by the propor¬ 
tion of cash income received by him from that soiurce. This is shown 
in Table II. The figures are given by provinces since the break-down 

TABLE II« 


Cash Income From Wheat 


Calendar 

Man. 

Million dollars 

Sask. Alta. 

Total 

Percentage of total cash 

Man. Sask. Alta. 

income 

Total 

1926 

41.6 

240.3 

107.4 

389.3 

46.6 

83.1 

66.7 

72.1 

1927 

31.8 

216.3 

116.7 

364.8 

40.5 

80.2 

69.1 

70.6 

1928 

34.4 

256.4 

149.9 

440.7 

41.9 

80.2 

71.1 

72.0 

1929 

29.3 

184.3 

110.0 

323.6 

40.4 

75.9 

64.9 

66.7 

1930 

19.3 

86.8 

52.6 

158.7 

40.5 

70.2 

56.2 

59.9 

1931 

9.3 

44.2 

38.6 

92.1 

30 2 

63.1 

55.4 

54.1 

1932 

13.3 

55.1 

42.8 

111.2 

46.7 

75.1 

63.7 

65.8 

1933 

15.6 

52.9 

40.5 

109.0 

48.5 

72.0 

61.0 

63.4 

1934 

20.9 

61.3 

54.1 

136.3 

47.4 

66.8 

58.3 

59.6 

1935 

11.9 

74.6 

55.2 

141.7 

33.0 

69.0 

57.1 

58.8 

1936 

16.8 

75.6 

41.9 

134.3 

36.6 

63.6 

45.8 

52.4 

1937 

34.5 

34.8 

61.6 

130.6 

46.7 

42.0 

50.7 

47.1 

1938 

28.6 

64.3 

81.1 

174.0 

45.5 

71.2 

61.3 

61.0 

1939 

27.9 

120.0 

65.0 

212.9 

43.8 

77.0 

54.8 

62.9 

1940 

23.3 

101.5 

57.8 

182.6 

36.9 

68.3 

46.2 

54.2 

1941 

25.2 

88.0 

54.8 

168.0 

31.9 

56.1 

36.7 

43.6 


®Se© G. E. Britnell, The Wheat Ecotvomy (Toronto, 1939). Also Bulletin 105, 
Agricultural Extension Department, University of Saskatchewan, 1942. 
“Agricultmal Division, Dominion Bureau of Statistics. 
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makes especially clear the plight of Saskatchewan where, except in the 
event of extensive crop failures, in excess of two-thirds of the 
fanners' total cash income normally is derived from wheat. In Alberta 
over one-half of the farmers’ cash income comes from wheat, and it 
is only in Manitoba that other forms of cash income become of large 
significance to them. Even in Manitoba until 1939 cash income from 
wheat was roughly double the amounts received by the farmers from 
livestock and animal products. 

Another unfavourable aspect of the situation during these years 
was the steady decline in the purchasing power of a bushel of wheat. 
In other words the terms of trade were moving against the western 
grain grower from year to year. The index number published by the 
Searle Grain Company computes the costs of goods prairie farmers 
have to buy for living and production using the years 1913 and 1914 as 
a base. “The index is computed on the basis of an average fanning 
family of five, mother, father and three children, on what might be 
termed an average half-section farm in the prairie provinces.” It 
takes account of the cost of a total of 147 items including household 
goods, farm equipment, and local taxes, but no luxuries or expenses 
for higher education. This index by April of 1942 stood at 151.6, indi¬ 
cating that farmers’ costs on that date were 51.6 per cent greater than 
in 1913-14. Under these conditions the purchasing power of a bushel of 
wheat was estimated at 58 per cent of what it was in 1913-14. A 
comparison between less remote periods showed that the purchasing 
power of a bushel of wheat during the lean years between 1931 and 
1935 was only 46.4 per cent of what it had been between 1926 and 
1930.^ The Searle index number is suflSciently representative to estab¬ 
lish clearly the downward trend of wheat values during the depression 
years relative to the goods farmers had to purchase. 

The net effect of all these adverse circumstances was a very severe 
reduction in the western farmers’ cash income. Nor must it be over¬ 
looked in this connection that while wheat was the farmers’ main 
source of cash income, drastic declines were also taking place in that 
portion of it obtained from livestock and animal products. In 1929 the 
cash income from livestock and animal products obtained by the 
fanners of Alberta, Saskatchewan, and Manitoba amounted to 
$105,600,000. In 1932 this total had shrunk to $40,800,000. The full 
magnitude of the disaster is revealed in the figures for gross cash 

’The Searle index published by the Searle Crain Company, Limited, Winnipeg. 
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income for all farm products. The average annual gross cash income 
received for the four years from 1926 to 1929 inclusive is estimated 
at $538,500,000, contrasted with an average annual gross cash income 
of $194,000,000 for the four succeeding years of 1930, 1931, 1932 and 
1933. The range of fluctuation was from $612,400,000 in 1928 to 
$169,000,000 in 1932. Not until 1939 did the farmers of the Prairie 
Provinces have a gross cash income from the sale of their wheat and 
other products in excess of $300,000,000. 

It is painfully obvious that in the face of such disastrous circum¬ 
stances no possible adjustments in the farmers’ standard of living or 
in the scale of their operations could be suflBcient to cope with the 
situation and that it must have its repercussions in various financial 
expedients designed to ameliorate their condition. These measures 
involved direct payments for relief made necessary by complete or 
partial crop failures aggravated by the low prices for farm products. 
Between 1931 and 1937 total relief expenditures for the three Prairie 
Provinces amounted to approximately $282,782,000, of which around 
$100,000,000 was contributed by the federal Government.® The neces¬ 
sity of providing for direct relief, however, was but a small part of the 
financial diflSculties created by agrarian distress. Naturally under the 
conditions prevailing arrears in taxes and contractual payments devel¬ 
oped while debts accumulated wherever credit could be obtained. 
Professor Waines of the University of Manitoba estimated that as late 
as the end of 1937 school and municipal arrears amounted to over 
$56,000,000; of this amount $27,000,000 was attributable to the province 
of Saskatchewan.® In order to maintain a minimum of municipal and 
school services it became necessary for the municipalities and school 
boards to borrow money. Rural municipal debt increased in both 
Saskatchewan and Alberta between 1930 and 1937, the significant item 
in this increase being bank loans. In 1930 in Saskatchewan these 
amounted to $6,800,000, in 1937 to $12,866,000. In Alberta municipal 
bank loans increased from $1,800,000 to $3,469,000.'® 

The strain placed upon provincial finances in each of the three 
provinces by falling revenues and increased demands upon the 

^Report of the Royal Commission on Dominion-Provincial Relations (Ottawa, 
1939), Book III, p. 109 and Appendix 4, “National Income.” 

®W. J. Waines, Prairie Population Possibilities (Ottawa, 1939), p. 55; mimeo¬ 
graphed study preiJared for the Royal Commission on Dominion-Provincial 
Relations. 

^’’Report of the Royal Commission on Dominion-Provincial Relations, Book III, 
p. 159. 
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exchequer is revealed by the rapid growth of provincial debt. In this 
respect, however, the situation did not difiEer materially from that in 
the other provinces of Canada which were also facing problems arising 
out of depression and unemployment, though it shovdd be pointed out 
that part of the difficulty of Eastern Canada was caused by the shrink¬ 
age in western markets for goods manufactured in the East. 


TABLE rail 

Praihie Provinces—Outstanding Debt 



1930 

1937 

Increase 


(millions 

of dollars) 


Manitoba 

107.6 

122.4 

14.8 

Saskatchewan 

98.4 

215.2 

116.8 

Alberta 

137.0 

169.9 

32.9 


343.0 

507.5 

164.5 


With respect to the vast accumulation of private debts of a current 
nature that occurred. Professor Waines has estimated that at the end 
of 1937 the farmers of the West owed the implement companies 
$30,000,000, the oil companies somewhat under $4,000,000, retail mer¬ 
chants and various liens $75,000,000, and the banks and financial 
corporations and miscellaneous creditors $63,000,000. In all, this is a 
total of approximately $171,000,000. 

There must also be considered the fact that during the course of 
the depression large amounts of debt were written off by one process 
or another. It is estimated that in the drought area of Saskatchewan 
private lenders on mortgages and agreements of sale up to March 1938 
wrote off debts to the extent of $27,129,510.** The provincial 
Government in its dealings with rural mimicipalities cancelled 
claims amoimting to $27,310,000, and in its deahngs with 
individuals, claims amounting to $14,640,437. Municipalities in turn 
wrote off relief claims of $23,171,300 and unpaid taxes of $23,222,640. 
Finally, the federal Government absorbed treasury bills of the 
Saskatchewan Government for $17,959,606 and advances for direct 
relief and winter maintenance for 1934-35 of $9,000,000. In Manitoba 
and Alberta, conditions of extreme distress did not extend over such 
a large area as in Saskatchewan. In Manitoba, in the drought area, the 
total of the write-offs by the various bodies amounted to $4,390,399.16. 

"Bank of Canada, Statistical Summary, April-May, 1942, p. 41. 

"See Farmers’ Creditors Arrangement Act, Statutes of Canada, 1934, c. 53; 
also various provincial statutes. 
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In addition, the mortgage-lending institutions wrote off over $2,000,000 
in other parts of the province and also reduced interest rates. Detailed 
data are not available for the province of Alberta. Debt adjustment 
acts have been in force there since 1923, and it is estimated that the 
total reduction in claims handled exceeded $15,000,000, but what pro¬ 
portion of this amount relates to the period under review has not been 
disclosed.** 

A natural result of this prolonged period of depression and diJBBculty 
was a great decline in the value of farm lands. The optimism that 
surrounded the settlement of the West in the earlier part of the 
present century, and which reached a peak during the boom period of 
the twenties, ebbed away under the succession of reverses in the 
thirties. The old axiom that in the long run the value of an income 
bearer is determined by the net income secured from it capitalized at 
the appropriate rate of interest received one more exemplification. 
Farm land values fell sharply in the Prairie Provinces. Thus, added to 
all their current difiBculties, western farmers saw the value of their 
capital investment disappearing. 

At the close of the First World War farm land values had been 
comparatively high, refiecting the liigh prices that were the rule at 
that time. Falling prices and drought led to some recession in 1923 and 
1924, but with the return of good times and large harvests the prices 
of farm lands began to climb again, though not attaining the level 
reached in 1920. By 1928 this rising impulse had spent itself, and by 
1930 a trend downward was clearly discernible. In Manitoba the esti¬ 
mated value per acre of occupied farm lands in 1920 was $39; by 
1923 it had fallen to $28, rising to $29 in 1926 and thereafter declining 
to $16 per acre in 1940. The comparative figures for Alberta are: 
1920, $32 per acre; 1923, $24 per acre; 1928, $28 per acre; and 1940, 
$16 per acre. In Saskatchewan values fell from $32 per acre in 1920 to 
$24 in 1923, rising again to $27 in 1928 and falling to $15 per acre in 
1940.** 

Nevertheless, in spite of the discouraging agricultural outlook, the 
area in farms continued to expand in the Prairie Provinces. This was 
rather surprising. The increase was apparently to be explained partly 
by a backward trek to the land from urban communities caused by the 
prevalence of unemployment in the cities, and partly by the con- 

i^Waines, Prairie Population Possibilities, p. 69. See also W. T. Easterbrook, 
Farm Credit in Canada (Toronto, 1938). 

^*Canada fear Book, 1941, p. 154. 
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tinuance of a small flow of emigrants from other countries seeking 
homes. Expansion of farm area was more marked in Saskatchewan and 
Alberta where there was a larger area of reasonably good virgin soil 
available for settlement. Between 1926 and 1936 the area in farms in 
Manitoba increased from 14,411,597 acres to 15,668,927 acres. In 
Saskatchewan the increase for the same period was from 45,945,410 
acres to 56,903,799 acres, and in Alberta from 28,572,987 acres to 
40, 539,934 acres. 

When this increase in acreage is considered along with the decline 
in total farm values, the result is startling. In the decade between 1926 
and 1936 total farm values in Manitoba fell from approximately 
$476,000,000 to $302,000,000. This sum includes the estimated value 
of land, buildings, implements, and livestock. In Saskatchewan total 
farm values in 1926 were estimated at $1,343,000,000; in 1936 at 
$1,004,000,000. In Alberta the reduction was somewhat less, and this 
was to be expected since the largest increase in acreage had occurred 
in Alberta. Farm values in Alberta in 1926 were placed at $790,000,000 
and in 1936 at $675,000,000. Thus in ten years in these three pre¬ 
dominantly agricultural provinces, notwithstanding a substantial in¬ 
crease in acreage devoted to agriculture, the total decline in farm 
values amounted to approximately $625,000,000. In 1936 total farm 
values were 76 per cent of what they had been in 1926.*' 

It is not possible to measure in any precise fashion the effect of 
economic vicissitudes of this magnitude upon the standard of living 
of the farm households of Western Canada. *“ In itself, the expression 
“ standard of living ” represents a complex notion which includes the 
actual amounts of consumption goods and services enjoyed by a family, 
the abstinences voluntarily accepted with a view to a future betterment 
in conditions, the general quality and nature of the goods consumed, 
and a general sense of security and stability. Standards of expenditure 
have usually been relied upon as the most satisfactory available mea¬ 
sure of actual standards of living. In urban communities where the 
real income of the household is derived from goods and services prac¬ 
tically all of which are purchased, price data are largely available, if 
recorded and gathered, upon which to form conclusions. But when 
dealing with farm standards of living it is found that between 20 
and 35 per cent of the income contributing to the maintenance of the 
household is derived from the farm itself. Under conditions of depres- 

^Hbid., 1937, p. 270. 

‘“Britnell, The Wheat Economy, p. 150. 
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sion this percentage may increase. It is apparent also that, apart from 
the actual consumption of goods, other elements in real income cannot 
be measiured. For this reason, in discussing farmers’ standards of 
living, it must always be remembered that Aere exists, to a greater 
extent than elsewhere, a lack of exactness in the primary data avail¬ 
able upon which to base precise conclusions. 

With respect to the farmers of Western Canada, a further difficulty 
appears. The value of examining standards of living lies in the com¬ 
parisons that can be instituted either between the standard of living 
of dffierent groups in the same community or between different periods 
of time for the same group. In Western Canada there is lacking any 
thorough basic examination of farmers’ standards of living either before 
or during the depression. There is, however, plenty of evidence of one 
sort or another indicating a catastrophic drop in the level of welfare 
among western farmers after 1930. 

While low prices for wheat and other cereals affected directly the 
welfare of the prairie farmer, their effects were not confined to this 
class alone. Agriculture is the mainspring of western economic life, 
and conditions of depression and hardship on the land quickly spread 
throughout all other classes in the West. The villages and small 
towns serving as local distributive points for the surrounding areas 
and, in effect, maintained by them, were as hard hit in the nineteen- 
thirties as the farmers themselves. Many found difficulty in maintain¬ 
ing their schools and other public services. In the larger centres and 
cities of the West unemployment and distress were rampant. Without 
proper administrative machinery or adequate financial resources these 
centres foimd they had to cope with the task of providing for large 
groups of people who were absolutely destitute. For the first time 
in half a century the West seemed seriously to doubt its future. 

Awareness of the difficulties of the wheat producer bit deeply into 
the minds of everybody and drove home the vital relationship between 
the prosperity of the western grain grower and that of his urban 
centres. For example, during the prosperous twenties the number of 
automobiles, including motor trucks, on prairie farms doubled, but 
during the depression car registrations fell rapidly, and by 1933 nearly 
half the farm automobiles of the prairie region had been taken off the 
roads.” Between 1930 and 1937 the number of farm telephones in the 
wheat belt declined by 50 per cent. In rural areas in the West there 
was an obvious neglect of painting and repairs to farm buildings. 

”/W., p. 181 . 
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Everything appeared to be ‘‘running down.” In various regions, 
particularly where drought had occurred, whole communities were 
able to subsist only upon the basis of public relief. In some districts 
in Saskatchewan medical men reported evidence of malnutrition, and 
signs of scurvy were observed for the first time. Numerous examples 
came to light of lack of proper clothing and household equipment. 
The most telling confirmation of western difficulties was reveded in 
the decennial census of 1941. Census figures show that not one of the 
three provinces retained its natural increase of population for the 
decade. Saskatchewan, the province most severely affected, suffered an 
actual decrease in numbers of 34,308. In spite of new settiements in 
various parts of the western farm region, it is estimated that there was 
an exodus of a quarter of a million people from the West. Thus, while 
it is not possible to compute an index number registering in exact 
terms the deterioration in community life under depression conditions, 
the evidence is overwhelming that during the nineteen-thirties the 
standards of living declined below the level of social stability. 

The conditions outlined in the preceding paragraphs were the 
background against which Canadian wheat production and the market¬ 
ing policies of the period developed. The measures adopted must be 
viewed in the perspective of the fears and social disillusionment en¬ 
gendered by these acute difficulties. 

Until 1928 the increase in the Western Canadian wheat area had 
gone forward under the optimistic assumption that no matter how 
much wheat the Canadian West produced, there would always be a 
ready market for it in the more densely populated countries of the Old 
World. The current viewpoint found expression in the saying that 
“wheat sold itself.” On account of its high protein content Western 
Canadian wheat is particularly valuable for mixing with wheat of 
lower strength. Western wheat growers believed that Canadian hard 
red spring wheat for this reason would always find a market in com¬ 
petition with the wheat produced by other exporting countries so 
that even in the event of world over-production Canada would not 
suffer severely. It was argued that while other countries might have 
to reduce their exports on account of over-production, Canada would 
largely escape this necessity because of the high quality of her product. 
The progress of the West was conceived of in terms of increasing 
wheat exports. Scientists engaged in plant breeding were continually 
developing new strains of wheat which would extend the area of 
production of the yield per acre. Public men confidently predicted 
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that Canadian wheat production would ultimately reach a yield of 
1,000,000,000 bushels annually.” 

Throughout the years of expansion, while wheat was becoming 
Canada’s major export product, every care was being taken to ensure 
that Canadian wheat would be marketed under conditions that would 
increase demand for it abroad. Its quality and reputation were care¬ 
fully safeguarded by oflScial regulations; official weights and grades 
constituted a guarantee of fair dealing.” Nevertheless, despite these 
precautions, excessive carryovers of Canadian wheat began to appear. 
The first of these to attract attention, small in the light of later 
events, was reported for the crop year ending with July of 1928. 
There was an increasing accumulation in the following year with an 
accelerated downward trend in wheat prices in the autumn of 1929. 
These developments effectively disposed of the idea that, because of 
the high quality of her wheat, Canada could dictate the prices at 
which she would sell her surpluses to importing countries. The Wheat 
Pools, which had over-estimated the effective demand for Canadian 
wheat, found themselves in difficulties. Presently, the provincial 
governments, and later the federal Government, had to come to their 
assistance; vdth the onset of the depression the main burden of main¬ 
taining the wheat growers of Western Canada on a livable income 
fell to the latter. It was obvious that the situation was one of grave 
difficulty. 

The record reveals that the problem of meeting this crisis was 
considered from many points of view. AU kinds of solutions were 
put forward, not all of which were worthy of trial. Consideration of 
the Canadian wheat problem bulked large in every forum of discus¬ 
sion in Western Canada as well as in Parliament There it was a 
question of the first magnitude. It will be seen, however, that the 
steps taken from time to time by the federal authorities were often 
merely stopgap remedies. These remedies were adopted in the hope 
that the international wheat situation would improve to such an extent 
that it would restore the wheat grower in Western Canada to pros¬ 
perity while permitting him to continue to grow as much wheat as 
he wished. Only towards the close of the nineteen-thirties, when even 
the advent of war failed to support the growers’ expectation of a satis- 

”F<w various esUmates see D. A. MacCibbon, "The Future (rf the Canadian 
Expert Trade in Wheat,” Supplement to vol. JQX, Transactions of the Royal 
Canadian Institute (T(rt>nto, 1932). 

”D. A. MacCibbon, The Canadian Grain Trade (Toronto, 1932), p. 375. 
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factory market for Canadian wheat, were comprehensive measures of 
a corrective nature taken. 

Although in the next decade Western Canada was blessed with a 
series of good harvests and the grain producers worked themselves 
out of their diflBculties during a period of high prosperity, the dark 
days of the early thirties were not forgotten, and memories of them 
remain as a disquieting portent of what might occur again. The 
continuing impact of these memories is an effective force in deter¬ 
mining the grain producers’ attitude to the marketing methods em¬ 
ployed in the disposal of their products up to the present time. 
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Government Intervention: 

The International Wheat Agree¬ 
ment of 1933 

The preceding chapter gives a general idea of how deeply the great 
depression and later the drought affected the economic and social life 
of the people of Western Canada. From being one of the most 
prosperous farming sections of the Dominion, the prairies suddenly 
declined in large areas to submarginal levels of living conditions. 
But one is impressed by the fact that, when it became necessary 
for the Dominion Government to intervene, the various steps taken to 
relieve the situation were not made as the result of a thorough investi¬ 
gation into the causes but were largely a response to popular attitudes. 
At a time when depression was general throughout Canada the 
deeper significance of the severity of the crisis on the prairies did not 
really come home to the authorities at Ottawa. 

In tracing the course of events it is convenient to begin with the 
appointment in the late autumn of 1930 of John I. McFarland to the 
position of General Manager of the Canaton Co-operative Wheat 
Producers Limited, the name given to the Wheat Pools’ central selling 
agency. This appointment occurred in the second year of the Pools’ 
diflSculties in financing the crop in the face of declining prices.* In 
1929 the governments of Alberta, Saskatchewan, and Manitoba had 
come to the Pools’ assistance by guaranteeing their credits at the 
banks. When in 1930 the Pools again found their credit position im¬ 
perilled by further declines in wheat prices, the Pools and the banks 
"See D. A. MacGibbon, The Canadian Grain Trade (Toronto, 1932), p. 79. 
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united to appeal to the federal Government for aid. The banks were 
heavily committed, and to protect both groups the federal Government 
agreed to come to their assistance. As die price of this assistance the 
Government imposed the condition that a manager in whom it had 
confidence should be placed in charge of the central selling agency. 
With Mr. McFarland’s appointment to this position the federal Govern¬ 
ment became directly involved in the marketing of the Canadian wheat 
crop. 

This intervention of the Govermnent was thought to be purely 
of a temporary nature. The Pools were in difficulties because initial 
payments to members when they delivered their wheat turned out 
to be too generous in view of the fact that the Pools did not protect 
themselves against fluctuations in market prices by hedging their 
receipts in the futures market. The larger general problem raised by 
the drastic decline in world values of wheat was thought of as being 
the result chiefly of a run of bumper crops which time itself would 
soon reverse. With respect to the international competitive situation, 
the Canadian Govermnent under Mr. Bennett had decided views 
about how the Canadian wheat grower could be placed permanently 
in a more advantageous position in his principal market, the United 
Kingdom. At the Imperial Conference in London in 1930 the Canadian 
Government sought a preference for Canadian wheat in Britain. It 
had encountered the free trade policy of the British Labour Govern¬ 
ment, then in oflBce, and failed to achieve its purpose. It did not, how¬ 
ever, relinquish its design, and at the Imperial Economic Conference 
held at Ottawa in 1932 made the obtaining of such a preference once 
more a matter of firm policy. 

Mr. McFarland went about his task of disposing of the Pools’ 
surplus. At the outset he endeavomred to allay any ill feeling that had 
been created in trade circles abroad by discontinuing the Pools’ market¬ 
ing policy of dealing directly with the mills. His efforts did not 
noticeably alleviate the general situation, since they did not go to 
the roots of the trouble. Wheat prices continued to decline. Between 
November of 1930, when McFarland took over, and June of 1931, the 
average cash price of No.l Northern wheat at Fort William fell from 
64.4 cents to 60.8 cents per bushel with no prospects of a significant 
increase. As a result of reductions in the initial delivery price that 
was being paid to Pool farmers and the general fall in prices on the 
Winnipeg market for those who sold to the trade, the western grain 
growers soon began to feel the pinch of reduced income and were 
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forced to draw upon whatever reserves they had accumulated during 
the preceding years of comparative plenty. 

Among the members of the Saslmtchewan Pool a strong agitation 
developed for placing the marketing of all wheat under Fool control. 
This was the f»r n. “ IQQ p^r " Behind this demand 

there lay the fallacious idea, widely propagandized, that if the pro¬ 
ducer organizations could obtain complete control of the marketing 
of Western Canadian wheat this monopoly would enable them to 
exact satisfactory prices for their export surplus on the worlds 
markets. Combined with this notion was the general desire of the 
Saskatchewan Pool to eliminate private competition with its own 
system of coimtry elevators. So strong did the agitation become that, 
tmder the pressure of this demand, the legislature of Saskatchewan 
passed a grain-marketing act* which would give effect to this pro¬ 
posal, subject to the provision that a referendum should be held on 
the principle of a grain-marketing monopoly. Enemies to this proposal 
were not lacking, not only among the private grain-trading interests 
but among the farmers themselves. The Grain Marketing Act was 
referred to the courts and was held to be ultra vires the powers of the 
province by the Saskatchewan Court of Appeal. When the 
Saskatchewan Pool sought to secure a decision on this point from 
the Privy Council the appeal was held up by an injimction.* 

In the province of Manitoba, where the demand for a compulsory 
pool was not as strong as in Saskatchewan, the Premier announced 
that the Government would not introduce legislation similar to that 
passed in Saskatchewan, chiefly on the ground that the legal status 
of such legislation required clarification. In the province of Alberta 
agitation took another turn. A majority of the members of the Alberta 
Pool voted against the “100 per cent pool” in favour of other remedies. 
The Alberta grain growers demanded that there should be a reduction 
in freight rates for the carriage of grain and that the federal Govern¬ 
ment should establish a fixed minimum price for wheat. The latter 
demand implied some form of federal organization, and a movement 
for a centralized grain marketing system subsequently crystallized 
among the organized grain growers of the prairies in favour of a 
federi grain marketing board.^ 

The tendency of western grain producers to find an explanation 
for low wheat prices in defective marketing organization had a further 

*The Grain Marketing Act, Statutes of Saskatchewan, 1931, c. 87. 

^Regina Leader-Post, June 26, 1931. *Winnipeg Free Press, Dec. 5, 1933. 
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result. As might be expected by anyone familiar with the develop¬ 
ment of grain growers’ organizations in the West, the Winnipeg Grain 
Exchange came in for another attack. It was held by many producers 
that the true cause of low prices was speculation in the futures market 
of the Elxchange. This view received powerful support from the Pool 
organizations; partly, undoubtedly, from a genuine behef that futures 
trading in the long run was injurious to the grain grower, and partly 
as a method of undermining the strength of their competitors, the 
privately owned grain companies, who used the futures market to 
hedge their purchases from the farmers until the grain was in a 
position to be sold to the exporter. 

The upshot of the agitation against the Exchange was the appoint¬ 
ment by the federal Government in the spring of 1931 of- the Royal 
Commission to Enquire into Trading in Grain Futures.® This commis¬ 
sion was headed by Sir Josiah Stamp, and its sittings in the West were 
attended by immense crowds of farmers, indicative of the interest 
taken in the subject. The report of the commissioners supported the 
conclusion that futiures trading was of distinct benefit to the producer 
by enhancing the price that he received for his grain. A mild sugges¬ 
tion was made Aat the Ejcchange should be placed under the 
surveillance of a “person of independent judgment and position” whose 
function essentially would be to allay suspicion that the market was 
rigged. The recommendation to appoint such an oflBcer was under¬ 
stood to be acceptable to the Dominion Government but at the time 
no action was taken.® 

To return to conditions in the wheat market, as we have seen, 
despite Mr. McFarland’s efforts to stabilize the market, the decline 
in wheat prices continued. Premier Bennett’s failure to secure any 
concessions in favour of the Canadian wheat grower from the British 
Government at the Imperial Conference in 1930, and unfavourable 
prospects for a good crop in 1931, combined to produce an embarras¬ 
sing situation for the federal Government. The West was pressing it 
to take steps to ameliorate the lot of the grain growers and to act 
without delay. The need was manifest. Up to this time the remedies 
appUed had not had any noticeable success. In response to western 
demands for a measure of relief Premier Bennett announced, when 
introducing the budget on June 1, 1931, that it was proposed to adjust 

’See MacGibbon, The Canadian Grain Trade, pp. 302-3. 

«The recommendation was repeated by Mr. Justice Turgeon in Report of the 
Royal Grain Inquiry Commission, 1938 (Ottawa, 1938), p. 190; see p. 44, infra. 
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the freight rates by the Government’s absorbing 5 cents per bushel of 
the rate on all wheat exported during the year. Subsequently, probably 
partly in deference to criticisms that the only one to benefit from such 
a measiu-e would be the exporter, and partly because of technical 
diflBculties in disbursing the subsidy, when the resolution came before 
the House on July 24 Mr. Bennett announced that the payment of 
5 cents per bushel was to be made to the person who was the producer 
of the grain. The payment was limited to wheat growers in the western 
provinces. This bonus was to be distributed through the Board of 
Grain Gommissioners.^ The distribution involved the sum of 
$12,720,121 and occasioned the use of 2,891,313 certificates.® 

This modest, not to say parsimonious, contribution to the western 
farmer’s income was clearly not a solution to his problem. Nor was it 
considered to be such by the Government, though there was always 
the feeling that, if the situation could be left alone to work itself out, 
time would bring the supply of and demand for wheat into a healthier 
relationship. Moreover, the federal Government was looking forward 
to the Imperial Economic Gonference to be held in Ottawa in 1932, 
when it was hoped that concessions in the British market might be 
obtained from the British Government which would be of substantial 
value to the Canadian wheat growers. It is important to note, how¬ 
ever, that this bonus was a direct subsidy to the western grain grower. 
Up to the onset of the great depression the belief had been prevalent 
in the West that no matter what quantity of wheat he produced, the 
western farmer could stand on his own feet and sell his wheat in the 
markets of the world at prices that would yield him a reasonable 
living. He now became, for the first time, a direct beneficiary under 
the federal Government. Wheat growing in Western Canada entered 
into the category of a government-aided industry, though under 
exceptional circumstances. 

\^en the free trade convictions of Philip Snowden, Chancellor of 
the Exchequer in the British Labour Government, blocked the 
Canadian attempt to secure a preference in the British market for 
agricultural products at the Imperial Conference of 1930, it was agreed 
on Premier Bennett’s motion that the conference would be adjourned 
to meet within twelve months at Ottawa. Various circumstances con¬ 
spired to prevent this meeting, but after the election in Great Britain 

^An Act Respecting Wheat, Statutes of Canada, 1931, c. 00. 

^Annual Report of the Board of Grain Commissioners for Canada for the 
Year 1932 (Ottawa, 1933), p. 9. 



GOVERNMENT INTERVENTION 


22 

in 1931 returned the National Government to power. Premier Bennett 
invited the members of the British Commonwealth of Nations and 
of the Empire to an economic conference in Ottawa in 1932. This 
invitation was accepted by all, and the conference was held in the 
late summer of that year. 

It is unnecessary to enter here into all the aspects of the agreement 
that was eventually signed by Great Britain and Canada as a result 
of this conference, but out of the arrangements concluded Canada 
secured a preference on wheat entering the British market of 2 shillings 
a quarter or approximately 6 cents a bushel. This preference remained 
effective for six years until it was abrogated with the consent of Great 
Britain as part of the terms of the trade agreement negotiated between 
Canada and the United States in 1938. It will be recalled that this 
Canadian-American agreement was linked up with a trade agreement 
made at the same time between Great Britain and the United States. 

When the wheat preference was secured in 1932 its value to Canada 
was sharply questioned. In fact, opinion was divided in Canada over 
whether, on balance, the preference gave the western wheat producer 
any real advantage over his competitors in Argentina and the United 
States. In European countries the widespread imposition of high im¬ 
port duties on wheat and the encouragement they gave to home pro¬ 
duction had so narrowed the international market for exporters that 
for all practical pm-poses Great Britain remained not only the only 
market of magnitude, but the only one where wheat could be sold on 
a free trade basis. Britain, however, did not provide a large enough 
market to absorb all the wheat grown in Canada for export. For this 
reason it was argued that what Canada might gain in the British 
market she would lose on the Continent where she would have to meet 
in competition the wheat displaced from the British market by reason 
of the preference. 

The situation was not quite so simple. European wheat is harvested 
roughly within the same periods as wheat in Canada and the United 
States. As a result European countries, except Great Britain, are 
characteristically not large purchasers of wheat from abroad during 
the autumn months when their own domestic stocks are available, 
except in so far as they require strong protein wheat to mix with their 
own weak wheats to improve the quality of their flour for bread¬ 
making purposes. For this purpose Canadian wheat with its high 
protein content commands a quality preference in European markets 
during these months. This advantage was greatly reinforced by the 
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high rate of duty per bushel of wheat levied under European tarifPs. 
With a high rate of duty per bushel it was cheaper for the European 
importer to import wheat of the best quality. As the quality of the 
wheat declined the effect of heavy import duties became more pro¬ 
nounced. Canada had thus a decided advantage in the protected 
European market during that part of the crop year when Europe 
came into the world markets chiefly to buy high protein wheat. 

In Britain the situation was different. Britain did not produce at 
this time, in relation to her needs, a large home crop. Britain imported 
throughout the year not only high protein wheat to give her floiu" “lift,” 
but ^o wheat of lower quahly for “filler” purposes. With the 
preference in effect under open marketing conditions it would be 
cheaper for the British miller to buy lower grade Canadian wheat 
suitable for “filler” purposes than to import the softer wheats from 
the United States or Argentina. In brief, it would be advantageous 
to the British miller to use a larger proportion of Canadian wheat in 
the mixtiu-e he ground into the flour. This would mean that Britain 
would tend to import more Canadian wheat than she had previously 
done. 

On the Continent as the season advanced, if domestic supplies 
proved insuflScient to carry through until the new crop, Europe would 
be in the market both for high protein wheat and for wheat for “filler” 
purposes. The competition for this class of wheat would then be keen. 
Canadian exporters, however, would continue to have the advantage 
in Europe created by the levy of high import duties per bushel on 
all wheat imported. They would also be in a strong position to make 
price concessions on the lower grades of wheat in the face of com¬ 
petition since earlier in the season they would have disposed of a 
larger portion of their current stocks by reason of the preference to 
Great Britain. 

Under these conditions the general effect of the preference, it was 
considered, would be to increase the proportion of Canadian wheat 
entering into the total volume of wheat imported annually from abroad 
by deficit countries. Since nationalistic policies were markedly 
reducing the magnitude of the international wheat market, this was 
an important consideration, especially to a country such as Canada 
where opportunities to shift to other crops were not great. It meant 
that the volume of Canadian exports would tend to be maintained at 
least to some degree at the expense of such exporting countries as the 
United States and Argentina. If carryovers were to accumulate and 
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exert a pressure to reduce acreage there would be a greater likelihood 
that they would build up in these countries than in Canada. 

Alternatively, it was conceivable that rather than lose their markets 
in Great Britain, Argentina and the United States might choose to 
absorb the duty and continue to compete in the British market. In 
this event the e£Fect of the duty would be to reduce the returns to the 
Argentinian or American wheat grower. Lower prices for wheat would 
constitute an incentive for them to shift their production into other 
crops. This in the course of time would lead to the same general 
result as the other alternative. Canada would tend in the long run 
to maintain the volume of her export trade in wheat in the face of a 
declining international demand by replacing to some degree the United 
States and Argentina in the British market. 

It will be observed that the preference did not hold out any promise 
of raising the price of wheat to the Canadian producer. Canadian 
wheat would continue to be offered freely on a parity basis to British 
and to continental buyers. If the British Government, instead of grant¬ 
ing a preference, had agreed to buy annually a given quota of 
Canadian wheat at market prices, the effect would have been practi¬ 
cally the same. In so far, however, as the preference might lead to a 
reduction in wheat acreage in such exporting countries as the United 
States or Argentina, the effect would be to reduce the amount of 
wheat offered on the world’s market for export and thus indirectly 
tend to raise prices. 

An incidental effect of the British preference was to divert to 
Canadian ports that part of the flow of wheat that had previously gone 
to Great Britain from the Canadian West via American ports. This 
was caused by the customs regulations of the British Government. 
These require that when a preference is granted to the exports of a 
country, these exports must move from the country of origin to Great 
Britain by direct voyage. Until the granting of the preference a con¬ 
siderable proportion of Canadian wheat had been shipped to Great 
Britain from Fort William and Port Arthur by way of Buffalo or other 
American lake ports and thence to the Atlantic seaboard. Important 
export interests handling Ganadian grain had grown up around this 
route. 'They attempted to remedy the situation created by the customs 
ruling, but without much success. The difficulty lay in the fact that 
while Canadian grain passed through the United States in bond, it was 
shipped in bulk, and often remained for a time in Buffalo or the 
other points in the transfer elevators awaiting a purchaser. It was 



THE INTERNATIONAL WHEAT AGREEMENT OF 1933 25 

practically impossible to satisfy the British customs that parcels of 
Canadian wheat reaching Great Britain from an American port under 
these conditions conformed to the requirements of being conveyed to 
Great Britain by direct voyage. Hence, while Canadian grain exports 
to countries other than Great Britain continued to move by the 
American route, more Canadian wheat destined for Great Britain was 
shipped through Canadian maritime ports. This inconvenience un¬ 
doubtedly hampered certain exporters in making trades with Great 
Britain, but on the other hand, it brought additional traffic, particu¬ 
larly to Saint John and Hahfax. These ports have always been jealous 
of the Ganadian traffic enjoyed by their American rivals and welcomed 
the preference. 

While the preference had a measurable influence in inducing 
British millers to use a greater proportion of Canadian wheat in their 
mix, the general effect on the Canadian situation was not noticeable, 
for a variety of reasons. The whole international wheat situation was 
in a condition of chronic crisis because of excessive production. Even 
certain European countries were prepared to subsidize export ship¬ 
ments in order to .get rid quickly of their surplus stocks. Moreover, 
the pegging of wheat prices on the Winnipeg Crain Exchange and 
Mr. McFarland’s policy of supporting wheat prices in the Exchange 
meant that from time to time Canadian wheat was being held at prices 
above the world level. In so far as this occurred the advantage of the 
preference disappeared. Certain foreign exporters, such as Argentina, 
at the outset discounted the preference in the price to British buyers. 
This meant a loss to the Argentinian producer, but actually the 
preference did not remain in effect for a long enough period for this 
loss to have any important influence upon Argentinian wheat produc¬ 
tion. Exporters from Argentina and from the United States found the 
preference an obstacle to promoting sales of wheat in Great Britain 
and wished it removed. Hence the elimination of the preference 
became one of the important objects sought for in the negotiation of 
the trade agreement of 1938 between Canada and the United States. 
In return for concession granted by the United States in other fields, 
Canada relinquished her preference on wheat in the British market. 
Thus while the preference was never highly valued by the Canadian 
wheat producer, because it was disliked by the United States it became 
a bargaining factor of considerable importance in settling the terms of 
the 1938 agreement. By its disappearance the preference helped to 
secure wider markets for other Canadian products in the United States. 
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The continued low price of wheat and the accumulation of carry¬ 
overs from 1930 on act^ as a constant incentive to the federal Govern¬ 
ment to take further action on behalf of the Canadian wheat grower. 
Although the world’s wheat problem was not set down for considera¬ 
tion by the Monetary and Economic Conference held in London in 
June and July of 19^, Premier Bennett, who headed the Canadian 
delegation, raised the question and urged the conference to give con¬ 
sideration to the wheat problem.® As a result, on the invitation of the 
governments of Argentina, Australia, Canada, and the United States, 
which were all deeply concerned over the wheat situation, a conference 
was convened on August 21 of 1933 after the close of the Monetary 
and Economic Conference. This conference included eighteen Euro¬ 
pean countries, as well as the above-mentioned overseas exporting 
coimtries. Premier Bennett was made chairman and presided over the 
meetings which lasted four days. 

The aims of the conference were stated to be, (1) to arrive at 
an international agreement for the adjustment of exports to effective 
demand, with the object of eliminating the abnormal carryover which 
had been depressing the market for more than four years; and (2) to 
increase and stabilize the price of wheat to a level which would be 
remunerative to the farmers and fair to the consumers of bread-stuffs. 
Certain obstacles stood in the way of achieving these objectives. There 
was the purely technical problem of drafting an arrangement of 
sufBcient flexibility to provide for the great variations in yield of wheat 
from year to year occurring in the chief exporting countries. It was 
foreseen that too rigid an agreement would dmost certainly lead to its 
breaking down even if accepted at the time it was formulated. 
Secondly, there was the delicate problem of allocating the proportions 
of exports entering into international trade between the various 
countries producing wheat for export. Finally, there was the underlying 
difficulty of reconciling the interests of those countries which were 
large importers of wheat and, therefore, naturally would find it advan¬ 
tageous to maintain wheat prices at a relatively low level, with the 
interests of the great wheat-exporting countries which were keenly 
desirous of raising wheat prices to a solidly remunerative basis. All 
these difficulties were believed to be surmounted, and a wheat agree¬ 
ment was signed on August 25, 1933 by twenty-two nations, three of 
whom signed ad referendum. 

'Before leaving for England Mr. Bennett had discussed the wheat situation 
with the premiers of the Prairie Provinces. 
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The terms of the agreement covered the crop years of 1933-34 and 
1934-35 and were based on the assumption Aat the world import 
demand for the crop year 1933-34 would amount to 560,000,000 
bushels. The quotas subsequently established for the different export¬ 
ing countries gave Argentina 110,000,000 bushels, Australia 105,000,000 
bushels, Canada 200,000,000 bushels, the Danubian countries 
50,000,000 bushels, the United States 47,000,000 bushels, and the other 
countries, including Russia, 48,000,000 bushels. For the crop year of 
1934-35 the governments of Argentina, Australia, Canada, and the 
United States agreed to limit their exports, after deducting normal 
domestic requirements, to maximum amounts of 15 per cent less, in 
the case of each country, than the average outturn on the average 
acreage during the period of 1931-33 inclusive. The difference between 
the effective world demand for wheat in the crop year of 1934-35 and 
the quantity of new wheat from the 1934 crop available for export 
was to be shared between Canada and the Um'ted States as a supple¬ 
mentary export allocation with a view to a proportionate reduction 
of their respective carryovers. It was estimated that the basis of allo¬ 
cating quotas for the crop year of 1934-35 would give Canada an 
export outlet for at least 263,000,000 bushels of wheat plus whatever 
might be gained under the supplementary export allocation.*® 

The engagements entered into with a view to increasing and 
stabilizing the price of wheat lacked the definiteness of those covering 
wheat exports. Indeed, it might be said with some truth that they 
merely registered good intentions. The governments of the wheat¬ 
importing countries agreed that they would not encourage any exten¬ 
sion of the areas sown to wheat and that, when the international price 
of wheat reached and maintained an average gold price to be fixed 
upon, they would make a downward adjustment of tariffs accompanied 
by a relaxation of the general regime of quantitative restrictions upon 
wheat imports. The price agreed upon was 63.02 gold cents per bushel, 
and the period this price must be maintained was set at sixteen weeks. 
This general undertaking was modified by various saving phrases 
which had the effect of rendering it almost nugatory if any country 
desired to ignore it. The conference itself seemed to be aware of this 
weakness, for it summed up its purport in the following declaration; 
“The intention of this agreement is nevertheless that the importing 
countries will not take advantage of a voluntary reduction of exports 

*®D. A. MacGibbon, “The Wheat Problem,” University of Toronto Quarterly, 
vol. HI, no. 2, Jan., 1934, pp. 228-44. 
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on the part of the exporting countries by developing their domestic 
policies in such a way as to frustrate the efforts which the exporting 
countries are making, in the common interest, to restore the price of 
wheat to a remunerative level.” 

Finally, a Wheat Advisory Committee composed of representatives 
of the wheat-exporting and wheat-importing countries, with an ade¬ 
quate secretariat, was constituted with headquarters at London. The 
function of this committee was to watch over the working and applica¬ 
tions of the agreement. The secretariat was charged with the duty of 
supplying regularly the various governments adhering to the agree¬ 
ment with indices of the international price of wheat. The index was 
to be based on the average price of all parcels of imported wheat of 
all grades sold during each week in all the parts of Great Britain. This 
was considered to be a fair basis to fulfil the intentions of the draft 
agreement. 

The Wheat Advisory Committee met from time to time and made 
various recommendations to the signatories of the agreement. In April 
1934 it approved of a proposal to establish a minimum price for wheat 
among the exporting countries which would represent an increase of 
about 10 per cent over current prices. This proposal, however, did 
not prove acceptable to the governments concerned. In May of the 
same year it had before it the fact that Argentina had failed to observe 
the agreement for 1933-34 by exceeding its quota of exports by 
40,000,000 bushels, but in dealing with this default the committee did 
not seem to be able to take effective action. During the summer un¬ 
favourable weather conditions led to greatly reduced yields in Canada 
and the United States. This induced the optimistic view that the 
situation was in process of curing itself. In September Mr. McFarland 
expressed the opinion that the period of burdensome surpluses was 
temporarily at an end.” 

However, when the Advisory Committee met in Budapest in 
November 1934 it was apparent that the hope of carryovers quickly 
disappearing in the overseas grain-exporting countries was premature. 
With good crops in Europe there were small prospects of an increase 
of imports from the New World. Undaunted, the committee \vrestled 
with the problem of controlling the 1935 crop. At the Budapest meet¬ 
ing Argentina refused to be bound further by the 1933 wheat pact. 
Finally, in March of 1935, attempts were made to reach further 
agreement on acreage limitations, but these failed in the light of 

^'Canadian Annual Review (Toronto, 1934), p. 420. 
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Argentina’s refusal to accept the basis suggested for that country. For 
the same reason the proposed export quotas also failed. Thus the 
agreement expired with the committee in deadlock. A further meeting 
of the four overseas exporting countries made no progress, and their 
negotiations on this occasion marked the downfall of the whole scheme. 
The Wheat Advisory Committee and its secretariat continued to exist, 
but did not appear to exert any decisive influence upon the world’s 
wheat situation. Early in 1939 a meeting in London made a renewed 
attempt to secure an agreement, and had brought a draft nearly to the 
point of adoption by the exporting countries when these discussions 
terminated with the outbreak of war. 

Commenting upon the agreement at the time it was made, the 
London Economist remarked that instead of providing an interim 
solution it merely sounded a call for an armistice.** As it worked out, 
those who expected great results from it were disappointed. After it 
failed it was said that valuable experience had been gained, but it 
could not be claimed that this experience demonstrated the feasibility 
of contriving and bringing about an agreement that would genuinely 
reconcile all the conflicting interests involved and stabilize wheat grow¬ 
ing. On the technical side, the agreement revealed a lack of sufficient 
flexibility to cover all contingencies. When Argentina had a bumper 
crop in 1933 she felt obliged to disregard her obligations to other 
exporting countries. Thus the problem of how to cope with great 
variations in yield in different parts of the world without disturbing 
the even flow of exports remained unsolved. 'The attempt on the part 
of the overseas exporting countries to raise prices by agreement was 


TABLE IV 

Acreage Statistics during International Wheat Agreement 
(Millions of acres) 



1933 

1934 

1935 

Canada 

26.03 

24.19 

24.22 

Argentina 

19.66 

18.81 

14.21 

United States 

68.49 

63.56 

69.21 

Australia 

14.90 

12.54 

11.96 

Total 

129.08 

119.10 

119.60 

Russia 

82.0 

87.2 

91.7 

Hungary 

3.92 

3.80 

4.14 

Rumania 

7.70 

7.61 

8.50 

Yugoslavia 

5.14 

5.00 

5.31 

Bulgaria 

3.10 

3.11 

2.73 

Total 

19,86 

19.52 

20.68 

'^Economist, Sept. 2, 1933. 
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rejected. In the event the crucial question whether nations could 
successfully and concertedly enforce acreage reductions if this became 
desirable was really not answered. 

While acreage statistics during the life of the agreement revealed 
a moderate reduction in the area devoted to wheat in the overseas 
exporting coimtries, this was not true everywhere. In Russia, a rather 
uncertain element during the course of negotiations, acreage increases 
continued. In the Danubian countries there was practically no change. 
Although the wheat-importing countries had gone no farther than to 
agree not to encourage the extension of wheat growing, the acreage 
trend in these countries was upward. 

The impasse created by overflowing wheat warehouses and low 
prices was finally resolved by a sequence of short crops which came to 
an end in 1937. During this period surpluses disappeared. The world 
carryover, which had reached an estimated figure of 1,189,400,000 
bushels in 1934, had fallen to 566,000,000 bushels in 1937. In Canada, 
the surplus at the end of the crop year of 1937-38 had shrunk to only 
24,000,000 bushels, or much below a “normal” carryover of from 
40,000,000 to 50,000,000 bushels. The disappearance of excess supplies 
naturally was reflected in Canadian prices. For the crop year of 1936-37 
the average cash price of No. 1 Northern wheat basis Fort Wilham 
and Port Arthur was $1,225 per bushel. In 1937-38 it had risen to 
$1,314 per bushel. For the time being, but only for the time being, 
as the large crop of 1939 indicated, the emergency had disappeared. 

One Canadian problem arising out of the International Wheat 
Agreement remains to be touched upon—the domestic situation created 
in the western provinces by Canadas undertaking to restrict exports. 
While the agreement did not specify that the overseas exporting 
countries were to reduce wheat acreage, the undertaking of these 
coimtries for the crop year of 1934-35, to limit exports to maximum 
amounts of 15 per cent less than the average outturn on the average 
acreage during the period of 1931-33 inclusive, implied permanent 
reduction in the acreage devoted to wheat. It was considered that a 
moderate reduction would stabilize the situation created by reduced 
exports by leaving the overseas countries with sufficient acreage to 
provide for their domestic supplies and their quotas of exports with¬ 
out the danger of again building up excessive carryovers. 

When the wheat agreement was under debate in ParUament 
Premier Bennett read a telegram from the premiers of the Prairie 
Provinces which he had received while on his way to London, asking 
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him to work for a reduction of world wheat acreage. This appeared 
to suggest a willingness by the governments of the western provinces 
to take formal steps, if found necessary, to enforce reduc^ wheat 
acreage in the Canadian West. In June of 1933 Premier Bracken of 
Manitoba, in a considered statement given to the press, referred to the 
representations made by the three premiers to Mr. Bennett. These 
included the statement that “the Governments of Manitoba, 
Saskatchewan and Alberta pledge the support of their respective 
Provincial Governments to the principle of such curtailment of wheat 
production or control of exports and offer to co-operate with the 
Federal Government in formulating plans to carry the principle into 
operation in Canada.” Premier Bracken said: “A general plan to 
restrict wheat acreage among the chief exporting countries appears 
to be the first and most important step toward the elimination of price- 
ruining wheat carryovers. The details of putting such a plan into 
effect will present diflBculties, of course. But those difiBculties are 
ones which can be overcome if general agreement on the principle is 
once achieved.”*® 

The terms of the wheat agreement, implying a reduction in wheat 
acreage, did not receive a favourable reception from producers in 
Western Canada, and the attitude of the provincial premiers appeared 
to change in response to public opinion. In February of 1934 Premier 
Bracken, in reply to a question in the legislature, denied that he had 
come to an agreement with the other premiers of the Prairie Provinces 
on contracting or reducing wheat acreage. He said that in consultation 
with representatives of the other provinces it was “the unanimous 
thought to consider the possibility of bringing in legislation, not to 
reduce acreage, but to provide an orderly and equitable method of 
carrying out the agreement in case the crop should be normal or 
greater than normal proportions.”*^ An arrangement was agreed upon 
by the federal and Ae prairie governments, but in the event action 
by the latter went no farther than to put through measures, substan¬ 
tially the same in content, giving the governments power through an 
appropriate organization to control the marketing of wheat.*' The 
legislation would control the movement of wheat in each province for 
the crop year of 1934-35. Emergency wheat control boards were to be 
set up which would work in conjunction with a board being established 


^ ^Winnipeg Free Press, June 10, 1933. 

^*IbUl., Feb. 27, 1934. 

*®E.g., the Emergency Wheat Control Act, Statutes of Manitoba, 1934, c. 48. 
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by the federal Government under an act for the marketing of natural 
products. No mention was made of curtailing wheat acreage, although 
the power of these provincial emergency boards generally was stated 
to be that of carrying out Canada’s undertaking under the International 
Wheat Agreement. The method outlined was entirely one of controlling 
the volume of sales of wheat made by the producers. By limiting the 
volume of sales, the board or joint board would be able to bring in¬ 
direct pressme on the producers to limit their acreage. 

By this cautious and reluctant approach the possible necessity of 
acreage reduction was placed before the western wheat grower. Com¬ 
pulsion to reduce acreage was not liked by the western grain grower, 
and therefore, as the measures taken reveal, was handled very gingerly 
by the provincial politicians of Western Canada. The directors of 
the Canadian Co-operative Wheat Producers Limited (the Pools) in 
their report for the crop year 1933-34 “registered their unanimous 
opposition to any proposal of compulsory legislation to restrict acre¬ 
age.”'* Premier Bracken said the consensus of opinion among the 
western provincial representatives was that “natural causes would 
probably accomplish the results the agreement seeks.”'’ 

Just as short crops for a time eliminated the problem for the world 
at large, the severe reduction in the Canadian yield which had set in 
in 1933 did relieve the provincial governments from any implied obli¬ 
gation to control production. As a matter of record, Canadian exports 
in both the crop years of 1933-34 and 1934-35 were below the quotas 
allowed Canada under the International Wheat Agreement. What was 
becoming apparent, however, was that governmental intervention in 
wheat with a view to protecting the living standards of the wheat 
producer was leading to government control of wheat production. This 
was something that the western producer hated to contemplate. He 
wanted protection in prices, he favoured a government marketing 
board, but at the same time he resented the idea of any control being 
exercised over the volume of wheat that he might choose to produce. 
As yet he was not ready to accept the proposition that this might be a 
logical sequence to government administered prices. The Dominion 
Government, on its part, while beset with the manifold problems 
arising out of the depression, was trying out various expedients to 
alleviate the position of the wheat grower without considering too 
deeply the long-run implications of its actions. 

''‘Canadian Annual Review, 1934, p. 424. 

“Winnipeg Free Press, Feb. 17, 1934. 
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The establishment of the 
Canadian Wheat Board : 

The Turgeon Commission 

When Mr. McFarland became General Manager of the Pools’ central 
selling agency, current wheat stocks were owned about equally by the 
Pools and the private trade,' but with this difference, that a large 
proportion of the stocks owned by the private trade was hedged. Mr. 
McFarland’s task was to liquidate the Pool stocks with as little disturb¬ 
ance and loss as possible and allow the wheat trade to return to its 
customary channels. But as the price of wheat fell month by month, 
disposal of the surplus became progressively more difficult. Falling 
prices, moreover, increased the pressure upon the federal Government 
to relieve the plight of the wheat farmers generally. Pool and non-Pool 
farmers alike. Mr. McFarland was thus led to broaden his operations. 

With a view to checking the decline in price Mr. McFarland 
adopted the policy of withholding wheat owned by the Pools from 
the market. Futures taken back as a result of sales of cash wheat were 
also spread forward to future delivery months. In themselves these 
measures did not prove sufficient to stabilize the market. His next 
move, therefore, was to purchase wheat futures as they were offered 
while retaining the cash wheat. The exact date of the initiation of the 
policy is not definitely established, but by July 1931, six months after 
Mr. McFarland entered the picture, the situation was sufficiently intri¬ 
cate to require clarification. At this time the provincial Pools were 
divorced from what had hitherto been their central selling agency, 
and thenceforth marketed substantially all their current wheat by the 
^Winnipeg Free Press, March 23, 1934. 
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same general methods as those employed by the private trade. The 
central selling agency, on the other hand, continued to be the vehicle 
through which Mr. McFarland operated to dispose of the Pool surplus 
and whatever additional stocks he had accumulated as a result of his 
stabilizing policy. This arrangement carried with it the approval and 
guarantee of the federal Government, which, however, put a credit 
limit on the extent to which Mr. McFarland could draw upon the 
banks for support. The holdings of the central selling agency in cash 
wheat and in futures in November of 1930 when Mr. McFarland 
originally took over were 36,935,000 bushels. But as a result of his 
stabilizing operations this amount had increased to 75,164,000 bushels 
by the end of July 1931.^ 

At the outset the federal Government had guaranteed the banks 
against loss only upon the wheat held by the central selling agency, 
that is, by the Pools, but this guarantee was subsequently extended 
to cover wheat purchased by Mr. McFarland in order to support the 
market. This change represented an assumption by the federal Govern¬ 
ment of wider responsibilities; in effect, it admitted an obligation to 
all western wheat growers to hold wheat prices at a level that would 
protect them against excessive loss. Mr. McFarland’s action in acquiring 
wheat with the object of stabilizing prices on the Exchange came 
under strong attacks dictated partly by purely political considerations 
and partly by considerations of commercial policy. As his holdings 
increased from one year to another the wisdom of his policy, which 
had the backing of the federal Government, was challenged on the 
ground that Ganadian export markets were being lost because 
Canadian wheat was being held at too high a price, and that the 
Canadian carryover, instead of being reduced to manageable size, was 
increasing to alarming dimensions. Meanwhile, in Western Canada, 
the Pool organizations were conducting a strong agitation in favour 
of the creation of a wheat board to market the entire crop. Moreover, 
the very slow pick-up in wheat prices continued to aggravate dis¬ 
satisfaction and develop pessimism in the country. It had become quite 
clear that the problem of marketing Canada’s wheat surplus was not 
going to be disposed of quickly. It was under these circumstances 
that the federal Government felt itself compelled to regularize the 
situation by taking a further step which iden^ed it still more closely 
with the business of selling wheat. This was the creation of the 
Canadian Wheat Board. 

2T. W. Grindley, in Canada Year Book, 1939, p. 571. 
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When the bill to create a wheat board was submitted to Parliament 
in 1935, it was observed with surprise that the Government had gone 
much farther than was necessary to put Mr. McFarland's operation 
on a statutory basis. The bill provide for a Canadian grain board 
with power to take over all elevators in the Prairie Provinces and 
with exclusive control over export and inter-provincial grain move¬ 
ments. The scheme contemplated in eflFect a compulsory grain pool 
which would operate on lines similar to those followed previously 
on a voluntary basis by the Wheat Pools. The terms of the bill implied 
that the board was to be a permanent body and that all other agencies 
of purchase and sale would be eliminated. In brief, in sponsoring this 
legislation, the federal Government moved from the position of giving 
temporary aid to a distressed industry to that of establishing a govern¬ 
ment monopoly to administer the handling and sale of the grain crop 
of Western Canada. This was a long step in the direction of state 
socialism for a Conservative government. 

What were the reasons for this swing to the left? Newspaper 
reports suggested that an important influence was the powerful pres¬ 
sure exerted on the Government by the representatives of the western 
Wheat Pools.' This was probably one factor in the situation. A 
Dominion election was approaching, and the Wheat Pools, with their 
local committees all over the West, were in a position to have con¬ 
siderable influence on the result. For some time they had been 
demanding a national grain board to market Canadian grain, and it 
might be expected that the concession of such a board would line up 
their organizations behind the Government when the Government 
went to the country. An added factor, undoubtedly, was the resent¬ 
ment felt by Mr. McFarland against the private trade, with which 
he had come into conflict in enforcing his policy of holding wheat. 
Holding wheat involved the payment of carrying charges to the 
elevator companies, and sharp differences of opinion occurr^ between 
him and the trade over what the effective storage rate should be. 
One cause of difference led to another, and Mr. McFarland seemed 
to feel that members of the trade were “unco-operative” and should 
not receive any special consideration. Although originally a strong 
defender of the open market system of trading, Mr. McFarland’s task 
had brought him into close contact with the Pools. This and the 
general problem with which he had to deal gradually undermined 
his original point of view until he became an outright defender, as 
^Winnipeg Free Press, June 10, 1935. 
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an emergency measure, of the Government’s policy of centralized 
marketing. 

The country as a whole was not at this time prepared for a national 
grain board and all that this implied in the organization of the grain 
trade. Objections to a compulsory grain board came at once from the 
official Opposition in Parhament. The Liberals favoured temporary 
assistance but were not ready to go much beyond that position. 
Members of the private grain trade had suggested the establishment 
of a floor price but both they and the Winnipeg Grain Ex^iange were 
up in arms at the Government’s proposed legislation. The Exchange 
maintained that under the terms of the proposed legislation it would 
cease to function, and there would be an end to the futures market 
which only recently had been commended by the Stamp Conunission 
as advantageous to the farmer. The elevator companies claimed they 
would be forced to become merely the agents of the new board. In 
fact, apart from the members of the Wheat Pool organizations, there 
was a noticeable lack of warmth all over Canada towards this radical 
swing to state socialism. The project was also received critically by 
leaders of the grain trade in the United Kingdom, Canada’s best 
customer. 

'The opposition to the measure grew, and as a result, when the bill 
was in committee, the Government, while insisting upon a board, 
executed a strategic retreat by abandoning in effect the compulsory 
featinres. 'These ceased to be mandatory but could be brought into force 
by proclamation. They remained in the Act as a big stick which could, 
if desired, be flourished over the trade. Instead of the pool system of 
payment, the principle of a fixed minimum initial price was adopted. 
This was to be supplemented by an issue of certificates which would 
enable the producers to participate in any surplus of profits which 
might accrue over the minimum price as a result of the operations 
of the board in disposing of the wheat of a given crop. The scope of 
the board was limited to wheat, and it became the Canadian \^eat 
Board instead of the Canadian Grain Board, as originally contem¬ 
plated. By this change the coarse grains remained outside of govern¬ 
ment control. 

The Wheat Board Act, when it finally passed Parliament, bore all 
the marks of a compromise measure. The Canadian Wheat Board 
became part of the federal Government’s institutional organization for 
dealing with the problems arising out of the sale of stocks of surplus 
wheat. 'The Wheat Board, however, was not looked upon yet as a 
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pennanent body, but was to disappear when the situation became 
“normal.” 

The Bennett administration was defeated at the polls in October, 
and in December Mr. McFarland and the other two members of the 
Canadian Wheat Board were compulsorily retired and a new Board 
appointed headed by Mr. James R. Murray. The reason given for the 
change was that Mr. McFarland’s policy had led to antagonism towards 
him and his Board in the world’s markets which was affecting the 
sale of Canadian wheat. To initiate a new policy of selling wheat more 
freely it was held desirable to have a new Board. Apart from con¬ 
siderations of this nature, it is undoubtedly true that Mr. McFarland’s 
very close relationships with Mr. Bennett would have probably made 
it diflScult for him to work sympathetically with a Liberal Govern¬ 
ment, but it is also a fact that Mr. McFarland assumed most un¬ 
willingly a very difficult task, and was dismissed from the Board at 
a time when his policy of holding wheat until natural demand increased 
was on the eve of being vindicated. 

The task of liquidating the surplus, with increased demand 
developing, was capably accomplished by the new Board. Because of 
crop failures in the United States and Argentina, in the fall of 1935 
Canada was able to secure a large proportion of the world’s trade in 
wheat. At the end of November 1935, the total holdings of the Board i 
were 295,376,167 bushels; they were reduced to 84,698,654 bushels 
at the end of the crop year on July 31, 1936. In 1936 there were short 
crops in both the United States and Canada. As a result, during the 
course of the crop year of 1936-37, the Wheat Board was able to dis¬ 
pose of the balance of its stocks with the exception of 6,964,000 bushels 
held as futures. 'This remainder it could easily have sold, but the 
particularly severe drought in Saskatchewan led the federal Govern¬ 
ment to sanction holding these futures with a view to exchanging them 
for cash wheat for seed purposes in Saskatchewan for the 1938 crop. 
The net result of the Board’s operations up to July 31, 1937 was a loss 
of $2,278,797.95. But this represented net profits of $9,628,881.61 on 
its transactions up to December 2, 1935 in respect to the surplus with 
deductions for losses, particularly in marketing the 1935 crop.* 

In the meantime, the Canadian carryover of wheat had f^en to 
32,937,991 bushels and no longer constituted a problem. Logically, it 
would appear that the Canadian Wheat Board had completed the 
job for which it had been established and might now be allowed to 

*Canadiaii Wheat Board, Report, crop years 1935-36, 1936-37. 
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disappear. But although the 1937 w heat crop was handled through 
the ordinary channels of the graln^ade, the Wheat Board was not 
promptly dissolved but continued to exist. It, acted as. agent for the 
Saskatchewan Government in purchasing seed wheat for that province; 
it co-operated with the Board of Grain Commissioners in introducing 
Thatcher wheat to the millers of the United Kingdom, and organized 
a publicity campaign in the Old Land to promote increased sales of 
Canadian wheat. All told, however, it was rather hard put to keep 
itself busy; these activities were minor compared with its previous 
operations. The re al reason why the federal Government retained the 
Board at this time wasjhat Jffipther royal commission was currently 
conducting an investigation into th e problem 'Wd ratwere die best 
methods for Canada to~~empIo y m selli^ wh fiaL.. and the federal 
Governmenf r.niild~Tiardly _onmTn{t Uself to a definitive policy until 
it had the Commissioner’s recommendations Before it. When in 1938, 
with a large crop, the sihiafiofl TBVSffSJToThaToFsurplus conditions 
and falling prices, the Board again became important to the federal 
Government in marketing the Canadian wheat crop. To protect the 
wheat grower the Government fixed a minimum price for wheat of 
80 cents per bushel when delivered to the Board. This price was 
higher than that ruling on the open market. Consequently, the growers 
delivered their wheat to the W^eat Board and it became once more 
the principal agency through which Canadian exports of wheat were 
chaimelled to market. Obviously the Canadian Wheat Board was 
gradually establishing itself in the western mind as an indispensable 
part of Ae wheat marketing machinery of Canada. Theoretically, the 
federal Government had not accepted this position, but actually that 
was what was taking place. This will become more apparent when 
we study the outcome of the recommendations made by the Royal 
Commission under Mr. Justice Turgeon, which began its labours in 
June 1936. 

The genesis of this commission is interesting. From the time that 
Mr. McFarland assumed responsibility for disposing of the Wheat 
Pools’ surplus, his operations, with which the federal Government was 
necessarily identified, were under almost continuous parliamentary 
review. MTien the Wheat Board Act, 1935, was before the House of 
Commons it was referred to a special conunittee under the chairman¬ 
ship of the Prime Minister, Mr. Bennett. On this occasion Mr. 
McFarland and other members of his organization were examined at 
length by members of this committee. The Government and the 
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Opposition treated the problem as a political issue. The Government 
was anxious to estabhsh that the best possible course had been followed 
and the LiberalgOpposition was equally intent on proving that Mr, 
McFarland’s policy of holding wheat was fraught with danger for the 
future, would, in fact, reduce Canada’s share in the international 
market. The Liberals advocated the continuous sale of Canadian wheat 
abroad. 

Incidental to the discussions of the committee was the fight between 
the Pools, which supported Mr. McFarland and the Wheat Board, and 
the private trade, which was anxious to see the Government out of 
the wheat-marketing field. For the rural electorate of Western Canada 
there is no question that has greater political significance than the 
federal Government’s wheat policy; hence the discussions of the com¬ 
mittee were important from the standpoint of party fortunes at the polls. 
The defeat of the Conservatives in 1935 appeared to be a setback for 
the pohcy of marketing wheat through a government board. As we 
have seen, Mr. McFarland ceased to be Chairman of the Canadian 
Wheat Board, and his successor was given the job of disposing of 
the wheat surplus as rapidly as possible. 

In 1936 Mr. Bennett, now in opposition, declared that the appoint¬ 
ment of the new Board with James R. Murray at its head was con¬ 
ceived by the Liberal ministry as a body blow to the Wheat Pools and 
to the whole conception of marketing held by the previous Govern¬ 
ment and practised by Mr. McFarland.® So heated grew the inter¬ 
changes between the Government and the Opposition that a special 
committee of the House of Commons was once more set up to review 
the operations of the Wheat Board. On this occasion Mr. Murray, the 
Chief Commissioner, bore the brunt of the investigation, with Mr. 
Bennett as chief examiner. Mr. Murray declared that the Board had 
taken a long-range view of the situation in disposing rapidly of the 
Canadian wheat surplus. He referred to the reduced markets for 
wheat in Europe and said that the Canadian problem for years to come 
would be to find the best method of placing Canada’s wheat surplus 
on the foreign market. In this connection, he recommended the appoint¬ 
ment of a commission to examine the problem in all its aspects at 
home and abroad. It will be noted that the problem was still considered 
to be one of marketing rather than one of the world-wide over-produc¬ 
tion of wheat. Mr. Murray’s recommendation was endorsed by the 
committee and accepted by the Government. 

^Winnipeg Free Press, Feb. 11, 1936. 
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Hon. Mr. Justice Turgeon of Saskatchewan was selected to conduct 
the investigation.® He possessed wide experience as an investigator, 
having served on a large number of royal commissions. As Chairman 
of the Royal Grain Inquiry Commission of 1925 he was intimately 
acquainted with the problems involved in wheat marketing. His new 
commission contained instructions to inquire into and to report upon 
the methods employed in marketing Canadian wheat abroad, including 
government grain ^ards, pool marketing, price stabilization measures, 
and the open market or competitive system, and the effect of these 
various methods upon Canada’s markets. He was also called upon to 
report on the causes of the decrease in Canadian grain exports and to 
recommend what measures should be taken to retain and to extend 
markets abroad for Canadian wheat and coarse grains. 

'These were to be the main objects of his inquiry, but in addition 
certain questions, which had become the subject of political con¬ 
troversy, were referred to him for consideration. He was to make an 
investigation into the handling of grain for relief and seeding purposes 
since 1930 in the provinces of Alberta, Saskatchewan, and Manitoba; 
an inquiry into whether the Canadian Wheat Board had protected 
speculative short interests in the Winnipeg Grain Exchange in 
December of 1935; and a study of the effect of the practice of mixing 
and of the selection of grain for high protein content by millers and 
exporters. 

Although the Order-in-Council recommended to the Commissioner 
that he make his report “as speedily as possible,” it was not until 1938, 
after an interval of nearly two years, that the Commissioner reported 
his findings. This delay was partly due to his being concurrently 
engaged in conducting an inquiry into the textile industry for the 
Dominion Government, which involved lengthy adjournments of the 
grain inquiry, and partly due to the wide scope of his investigation. 
In all, 122 days were devoted to public hearings, 260 witnesses were 
heard, and 715 exhibits filed. In addition to the sittings held in 
Canada and one held in Chicago, the Commissioner visited Europe 
and met representatives of the grain trade and of the millers in Great 
Britain, France, Belgium, and Holland.^ 

In line with the terms of reference the Commissioner’s report 
revealed a preoccupation with the problems of marketing rather than 

•P.C. 1577, 1930. 

‘’Report of the Royal Grain Inquiry Commission, 1938 (Ottawa, 1938), p. 13. 
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with the deeper long-run economic forces which have made wheat a 
world problem. “In the course of time,” he observed, “our producers 
may find it to their advantage to devote their activities in a larger 
degree than at present to some other form of agricultiu-al production. 
But our present problem is to find markets for the whole of the wheat 
surplus we are producing and are hkely to continue to produce for a 
long period of years.”* The narrowed export market for wheat he found 
to be due to the heightened protective policies employed by the Euro¬ 
pean governments in the interests of their own agriculturalists. These 
policies involved the use of such new devices as fixing milling quotas 
and setting out the amount of domestic wheat to be used in manufac¬ 
turing flour. He pointed out that apart from the general purpose of 
ensuring a prosperous farm population through the media of higher 
prices and a wider market, other considerations were also effective 
in Europe, such as the desire of various countries to protect their 
currencies by reducing imports, and the fear of war with the inadvisa¬ 
bility of depending upon foreign supplies of food in that contingency. 

The reduction of Canada’s share in this reduced overseas market he 
attributed to several factors; a succession of short crops in Canada; 
the Canadian tariff policy which, by limiting the market in Canada 
for manufactured goods from Europe, caused a shrinkage in the 
amount of wheat European nations could buy from Canada; and, in 
general, the announcement by the leaders of the Canadian Pools that 
they were looking forward to the formation of an international selling 
organization able to enforce a rise in wheat prices, which could only 
be procured at the expense of the European consumer.® In connection 
with the latter factor, he cited the Wheat Pools’ policy of withholding 
supplies from the market during the crop year of 1929-30 and the 
stabilization measures employed by Mr. McFarland, particularly in 
1934-35. “If ever again circumstances should induce the Government 
of Canada to intervene in wheat marketing by paying the producer a 
price in excess of world prices,” he observed, “no attempt should be 
made to enforce that excessive price overseas, that is, to pass the 
burden of our relief to the producer on to the overseas buyer. He will 
not accept the burden. And in the long run all attempts to pass it on, 
by withholding sypphes or otherwise, will prove detrimental to the 
producers themselves, because it will again indispose buyers towards 
Candian wheat.”*® 


nbid., p. 139. 


nbid., p. 141. 


p. 158. 
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The possibility of an international agreement to reduce wheat 
acreage and to ensure fair prices to the producer, such as was 
attempted by the International Wheat Agreement in 1933, apparently 
was not examined by the Commissioner. At any rate, arrangements 
of this sort and their limitations, if considered, were not deemed to 
be of sufiBcient significance by him to become part of his report. Sub¬ 
stantially, the inquiry concentrated upon the problem of disposing of 
Canada’s exportable grain surplus within the existing framework of 
govermnent^ policies. Accordhigly, as one would expect, the stress 
was laid on marketing techniques and marketing policy. 

In this field the old controversies between Ae Winnipeg Grain 
Exchange and the producers’ organizations were again rehearsed. All 
the old arguments on the merits of a futures market versus direct 
selling by a government board or compulsory pool were threshed out 
once more. The Commissioner heard a great deal of evidence and 
wearisome argument on this threadbare topic both in Canada and 
abroad, but the inquiry did not uncover any essentially new points of 
view. Mr. Justice Turgeon’s conclusions were substantially in accord 
with those reached by the Stamp Commission in 1931. “I am 
convinced,” he said, “from all the knowledge I have been able to 
acquire on the subject, that the futures trading system, despite its im¬ 
perfections, is the one best qualified to look after the interests of our 
producers, at home and abroad.”" 

With respect to charges that the futures market made possible 
price manipulations that were detrimental to the welfare of the pro¬ 
ducers he said that he found himself “back again to the position 
expressed by the Stamp Commission ... ‘Nothing was given in evidence 
of a practical or satisfactory character as to what is done or how it is 
done,’” but there was no conclusive satisfactory proof “‘as to the 
impossibihty of such practices existing.’ 

The Commissioner’s finding in favour of the maintenance of the 
free marketing system involved, as he recognized, the rejection of the 
“one alternative”: "... a national marketing board, created and sup¬ 
ported financially by the Government of Canada, charged with the 
duty of disposing of the whole of the western wheat crop.” Of this 
alternative he said: “This proposal of a compulsory Government Board 

“/{.Id., p. 183. 

^*lbid., p. 53. Commissiono: Turgeon went further than the Stamp Commis¬ 
sion in recommending supervision of the trading activities of the Exchange. See 
above, p. 20. 
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has preoccupied me more than anything else since the beginning of 
this inquiry. It was asked for by nearly all fanners’ organizations; and 
by a great many individual farmers who appeared before me.”** 

While admitting the attractiveness of a government board, the 
Commissioner expressed the opinion that it was not practicable. At the 
present time a Canadian grain board would be regarded abroad as a 
further restriction upon the freedom of trade and commerce. Within 
the grain trade itself it would meet with “antagonism, at least passive 
and perhaps even active in some places.” Canada, consequently, 
would be going into a field of diminished markets, with many free 
competitors, under a great handicap. The technical position of such a 
board, because of its great volume of holdings, would be most dehcate, 
and its action in time of uncertainty would have a magnified effect 
upon the market. There would be no bargaining in Canadian wheat as 
there is under open market conditions and as there would continue to 
be in respect of the wheats of other countries. Earlier in his report 
the Commissioner had remarked with reference to the abnormal con¬ 
ditions of 1919 that the experience of the Wheat Board of that time 
could be no guide to the potential success of a board doing business 
in world markets in the midst of buyers and sellers in active com¬ 
petition. In 1919 there was no marketing problem, there were only a 
few overseas customers, and these all government boards themselves. 
They were operating while futures markets were closed in Great 
Britain and Canada. 

The situation in Canada under a government board, in his opinion, 
would also be disadvantageous to the producer. Mr. Justice Turgeon 
cited the evidence of Mr. McFarland and of Mr. Murray, both of 
whom had had experience in operating the Canadian Wheat Board, as 
favouring supervised futures trading. Mr. McFarland had qualified his 
evidence wiA the view that in a time of crisis a government board as 
an emergency organization would be necessary. Referring to the fear 
of criticism from their members by Pool oflicials, the Commissioner 
pointed out that “any group of men endeavouring with the best 
intentions in the world to make a success of selling wheat would be 
exposed to a great deal of criticism.” This, he said, would apply with 
even greater force to a government board. The members of a compul¬ 
sory government board would be answerable not only to the pro¬ 
ducers who believed in the board, but those who did not believe in 
it, and who would protest against what they considered to be high- 
p. 185. ^*Ibid., p. 63. 
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handed interference. In the hght of past experience, one could con¬ 
clude that as time went on such a board would sufFer more and more 
from the atmosphere of political controversy that would surround it. 

For all these reasons Commissioner Turgeon held that, under what 
might be called normal conditions, the Canadian Government should 
remain out of the grain trade and said he could not recommend com¬ 
pulsory marketing of all Canadian wheat by a government board, at 
least as long as there was free, open marketing in the United 
Kingdom." 

Nevertheless, despite the considerations against a compulsory 
wheat board, the Commissioner said he did not feel he could suggest 
the immediate dissolution of the Canadian Wheat Board since there 
appeared to be a strong possibility that conditions might develop which 
would require a measm-e of assistance in the marketing of the 1938 
crop. While he was not in favour of a compulsory board. Commissioner 
Turgeon expressed approval of the form of producers’ organization 
that had been adopted by the Australian Pools. These operated on a 
flexible basis, selling in line with marketing conditions, and conducting 
their business through regular trade channels. 

The results of Commissioner Tiu'geon’s wide and intensive survey 
were given in his recommendations (1), that the Government should 
remain out of the grain trade; (2), that Canadian wheat should be 
marketed by means of the futures market system; (3), that the Winni¬ 
peg Grain Exchange should be placed under proper supervision, (4), 
that encouragement should be given to the creation of co-operative 
marketing associations or pools on the Australian model. Taken all in 
all his report constituted a searching analysis of the difiBculties and 
disadvantages under ordinary competitive conditions of a govermnent 
embarking upon a course of commercial trading in a highly competitive 
business, but it must be said that the restriction of his conclusion to 
“what may be called normal conditions” made it unrealistic. This was 
tacitly recognized in the suggestion that the Canadian Wheat Board 
should for the time being be retained. One could only conclude that 
the sickness of the wheat industry was not caused by the methods of 
marketing employed but by a fundamental disequilibrium between 
supply and demand." 

^Hbid., p. 188. 

'*The Commissioner found that the Canadian Wheat Board did not protect 
speculative short interests in the Winnipeg wheat market in December, 1935. 
Report of the Royal Grain Inquiry Commission, 1938, p. 206. 
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Commissioner Turgeon’s report was received in Western Canada 
without any marked expression of public opinion except from those 
organizations directly afiFected. The Wheat Pools were disappointed 
that a compulsory wheat board was not recommended, while private 
trading interests were pleased over one more “vindication” of the 
system of free marketing. To the general public it looked as if the 
situation had been left very much as it had been. The course of events 
seemed to confirm this view. Despite the fact that short crops had 
cleaned up previous excessive carryovers and average wheat prices 
had risen in 1936 and 1937 until Aey had reached over $1.00 per 
bushel, when larger crops in 1938 led to another sharp decline in 
prices the federal Government again felt itself forced to intervene. By 
fixing a farmers dehvery price of 80 cents per bushel on wheat 
delivered to the Board, the Government in efiFect took the marketing 
of this crop into its hands, since this price was in excess of that ruling 
on the open market. 

The federal Government s substantial acceptance of Commissioner 
Turgeon’s recommendations, however, became apparent in 1939 when 
it announced a new policy designed (1) to implement his principal 
recommendations and (2) to establish a more equitable method of 
distributing aid from the federal treasury to the western grain 
producer. 

It indicated that it proposed to abandon the Canadian Wheat 
Board, with its fixed minimum delivery prices, and to rely on the 
futures market system for the marketing of Canadian Wheat. To 
meet the strongest of the objections of the wheat growers to this 
system the Government announced that the Winnipeg Grain Exchange 
would be placed under proper supervision. This was in accord with 
Commissioner Turgeon’s agreement with the conclusions of the Stamp 
Commission of 1931 and his own recommendation, set out in more 
explicit terms, that the Government adopt this course. After a lapse of 
eight years from the time the original recommendation was made the 
Government took the first steps in this direction. The Grain Futures 
Act was passed in May of 1939, and proclaimed in July of the same 
year.^^ This Act provided for the appointment of an official who was 
to serve under the Board of Grain Commissioners for Canada as a 
supervisor of the Winnipeg Grain Exchange. The Board of Grain 
Commissioners were empowered, whenever they were of the opinion 
that transactions in grain futures were causing or threatening to cause 

^Statutes of Canada, 1939, c. 31. 
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sudden or undue fluctuations in the price of any kind of grain, to fix 
minimum margins, to fix the amount of any kind of grain which could 
be traded in by any person, and to suspend from trading privileges 
any member of the Exchange guilty of a breach of the Grain Futures 
Act or orders or regulations made thereunder. This measure, however, 
never became operative. 

The failure to make supervision effective is understood to have been 
partly because of objections raised by the Canadian Wheat Board. The 
Board was at this time an important factor in the marketing situation 
and no doubt felt that it had the market under sufficient control to 
protect the public interest. Moreover, it is likely that it did not 
desire to have its day-to-day pit operations placed under the surveil¬ 
lance of another government department. The outbreak of war 
strengthened these objections and diverted attention to other aspects 
of the grain marketing problem. 

In the interest of producers who wished to dispose of their wheat 
by the pooling method, a second measure, the A^eat Co-operative 
Marketing Act,*® provided for the establishment of co-operatives of 
the Australian type. Producers who elected to adopt this method of 
marketing would receive from the Government a guarantee of a 
minimum price of 60 cents per bushel. In the outcome this method of 
marketing received little support from the producers. Co-operatives 
established under this Act were of almost no significance and dis¬ 
appeared when the Government closed the futures market in 1943. 

Finally, to meet situations where farmers in certain districts might 
suffer widespread losses of crops on account of drought or from other 
causes, the Government announced the establishment of an acreage 
bonus scheme providing for payments to those who suffered on the 
basis of the acreage sown to wheat. This measure, destined to become 
an important feature of the western farm economy, was embodied in 
the Prairie Farm Assistance Act.*® The terms of this Act will receive 
consideration in the next chapter. 

When the Government disclosed its policy public attention concen¬ 
trated on its rejection of state marketing. While the Prairie Farm 
Assistance Act was welcomed, the Government’s intention to dispense 
with the Wheat Board and to put marketing back where it was in 
1929 was not favourably received in the West either generally or by 
its own western supporters in Parliament. So strong were the objections 

mbid., c. 34. 
c. 50. 
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raised by western Liberal members that the Government foimd itself 
forced to bow to the storm and to retain the Wheat Board as an 
organization to which the grain growers could deliver their wheat at 
a minimum price if the open market price fell below satisfactory levels. 
Having yielded to this degree the Government, in the face of the 
strong pressure from western members of the House of Commons to 
make it higher, refused to set this minimum price at more than 70 
cents per bushel for No. 1 Northern wheat in store at Fort Wilham, 
Port Arthur or Vancouver. 

The really significant fact was that the Government had tried to 
get out of the business of selling wheat and had failed. Its inability 
to divest itself of the Canadian Wheat Board at this time registered 
the fact that the Canadian wheat growers were determined that the 
Government should maintain the Board, if not primarily as a regular 
vehicle for selling wheat, at least as a stand-by organization that would 
protect them against drastic downward swings in the market. The 
producers were firmly convinced that they were entitled to a “fair” 
price for their product, and if this was not forthcoming on the basis 
of supply and demand then they looked to the Government to make 
good the deficiency through the Wheat Board. With the capitulation 
of the Government to this point of view it was no longer possible to 
regard the Canadian Wheat Board as a temporary organization estab¬ 
lished to meet a single emergency, but as a permanent part of the 
institutional machinery of Canada for dealing with wheat marketing. 
Henceforth it was clearly apparent that the Canadian wheat growers 
were not willing to rely upon the processes of an open world market 
to reward them for their toil no matter how many royal commissions 
might tell them that in the long run this was the most efiicient method 
of selling wheat. What they were interested in was the immediate 
present rather than the uncertain and more distant future. It was 
also apparent that they were able to exert sufiBcient political pressure 
at Ottawa to make their view effective with the federal Government. 

The shift away from a free trading to a socialistic point of view 
with respect to marketing among the wheat growers had really begun 
with the slump in wheat prices that followed the First World War. 
Unable to secure a continuance of the Wheat Board of 1919 the wheat 
growers organized the Pools, and the success of these organizations 
for a time led them to believe that the pooling method of marketing 
wheat solved the problem of assuring to them at all times a reasonable 
average price. The disastrous collapse in prices of 1929 made it 
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evident, however, that this position could not always be maintained. 
Thereafter the wheat growers looked to the federal Government to 
guarantee them a price for their product that would be satisfactory to 
them in the face of whatever fluctuations might occur in the inter¬ 
national level of wheat values. That the unsatisfactory condition of the 
international wheat market was caused by the over-production of 
wheat did not come home to them clearly, but in shifting to a 
nationalistic viewpoint the Canadian wheat grower was in the broad 
current of the times. Over-production of wheat was a direct result of 
the general regime of nationalism and protection that developed in 
Europe after the First World War. With the onslaught of the depres¬ 
sion in 1929, as protective tariffs rose and other restrictive devices 
appeared in European countries, the situation became aggravated. 
Canadian wheat growers were only saved from complete disaster 
through the intervention of the federal Government. But having thus 
become beneficiaries of the Government’s stabilizing pohcies, the 
Canadian wheat growers were no longer willing to fece without 
protection the wide downward swings in price that from time to time 
were an unwelcome feature of unwise production practices. The 
Canadian Wheat Board became the chosen instrument to meet such 
a situation. 
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Wheat growing becomes a 
protected industry 

The final outcome of federal wheat policies between 1929 and 1939 
was the retention by the Dominion Government of the Canadian 
Wheat Board as an agepcy to protect the wheat growers from the 
effects of a drastic decline in wheat values such as had occurred at 
the beginning of the decade. This result represented a compromise in 
the face of the play of conflicting interests, which on the one hand 
favoured the establishment of a compulsory wheat board and on the 
other urged strict adherence to the open market system of trading. As 
it worked out, the method devised developed into an alternating system 
of marketing. When the price of wheat was relatively high, that is, 
above the minimum price fixed for deliveries to the Wheat Board, 
the wheat growers sold their wheat mainly to the elevator companies, 
who in turn disposed of their purchases through the open market 
system of selling. When this occurred the Wheat Board became in¬ 
active except in so far as it might have small portions of the crop 
delivered to it or had stocks on hand from previous deliveries. But 
when wheat prices fell imtil the Wheat Board s minimum delivery 
price was in excess of that obtainable on the open market, the situation 
quickly changed. The growers then naturally delivered their wheat to 
the Board. Virile the elevators continued to handle the crop physically 
as agents for the Wheat Board, the latter had the responsibility of 
selling it and of determining settlements to the growers. The growers 
were now in a strong position; the minimum price they received carried 
with it, in the form of a participating cer^cate, tfie right to share 
in any profits that might accrue to the Wheat Board from the final 
disposal of the year’s crop; but if the Board’s operation resulted in a 
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loss, this loss was absorbed by the Government. Thus western wheat 
producers could count on being able to share in any upward trend of 
prices and yet were sheltered from the effects of an excessive decline. 

What they were not protected against was the natmal hazards of 
production, and these constitute a serious problem in Western Canada. 
It will be recalled that when the Government announced its 1939 
policy, a scheme of payments to wheat producers in the event of light 
crops or crop failiu-es was included.^ At the time that this policy was 
put forward by the Government it was offered largely as a substitute 
for the guaranteed minimum delivery price provided for under the 
WTieat Board. But although forced to retain the Wheat Board by public 
opinion and its western supporters, the Government did not relinquish 
this measure, the explanation being that the western wheat grower 
naturally wanted to have both. 

The criticism had frequently been urged against the guaranteed 
minimum delivery price, as a method of relieving the distress of the 
prairie wheat grower, that while it aided the farmer who had produced 
a crop, it gave no assistance to the one who suffered from a crop failure. 
Moreover, a minimum delivery price was relatively of less benefit to a 
farmer with a light crop, who presumably needed the most help, than 
to a farmer with a heavy yield. Hon. J. G. Gardiner, Dominion Minister 
of Agriculture, made this point in a statement before Parliament. In 
the crop year of 1938-39 it was calculated, he said, on the basis of 
export prices realized by the W^eat Board on its sales, that the 
minimum delivery price of 80 cents per bushel which the wheat grower 
received on his deliveries for that year represented a bonus of approxi¬ 
mately 20 cents over open market prices on each bushel delivered to 
the Board. Mr. Gardiner estimated that this bonus involved a total 
subsidy to prairie wheat growers of $48,000,000. Of this sum 
Saskatchewan, his own province, where the crops were lightest, would 
receive only $18,000,000, while $22,800,000 would go to the wheat 
growers of Alberta. “The Province where the greatest difficulties were 
experienced and which had the greatest acreage, received only 
$18,000,000 out of $48,000,000 paid out under the fixed price.”* 

The Prairie Farm Assistance Act was designed to meet such a 
situation and to distribute a subsidy more fairly when one was being 
given. It provided that any crop year in which the average price of 
No. 1 Northern wheat in store at Fort William or Port Arthur was 

•The Prairie Farm Assistance Act, Statutes of Canada, 1939, c. 50. 

*Hon. J. G. Gardiner, House of Commons, Feb. 16, 1939. 
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less than 80 cents per bushel might be declared by the Govemor-in- 
Council an “emergency year” under the Act. In that event, if large 
areas were affected, certain specified amounts were to be paid to the 
producers in Western Canada. These payments were to be based on 
the average yield per acre in each individual township. If the yield 
were more than 8 bushels per acre and not more than 12 the award 
was to be 10 cents per acre of the cultivated land of the farmer for 
each cent or fraction of a cent, not exceeding 10 cents, by which the 
average price was less than 80 cents per bushel. If the average yield 
was between 4 and 8 bushels per acre, the payment was to be $1.50 
per acre. If not over 4 bushels per acre, the payment rose to $2 per acre. 
Payments were limited to one-half of the cultivated land of the farmer, 
with a maximum acreage upon which payments could be made of 200 
acres. This provision was designed, essentially, to aid those farmers 
who had not only to face low prices but also a poor crop. In 1942 the 
requirement that wheat must fall below 80 cents per bushel was 
deleted and the Govemor-in-Council was empowered to declare any 
year an emergency .year.* 

Whenever the Minister of Agriculture found that the average yield 
of wheat, as a result of anything other than hail, was 5 bushels per 
acre or less in each of not less than 135 townships in Saskatchewan 
or 100 in Alberta or Manitoba, the Govemor-in-Council could declare 
such a provincial area to be a crop failure area. The Minister of 
Agriculture was authorized when this occurred to make payments by 
way of assistance to each farmer in the area of a sum of $200 or, if 
greater, a sum not exceeding $2.50 per acre on one-half of the culti¬ 
vated acreage of the fanner not to exceed 200 acres. In 1940 the Act 
was amended by instituting a board of review to determine the average 
yield per acre in any township seeking assistance. The number of 
townships per province needed for the declaration of a crop failure 
area was increased in Saskatchewan to 171 and reduced in Alberta to 
90 and in Manitoba to 54. In 1947 this section of the Act was repealed; 
applications for assistance could henceforth be made on a township 
basis. The necessity for declaring any year to be an emergency year 
was thus eliminated and this requirement under the Act also dis¬ 
appeared.* 

The granting of this assistance was made more acceptable to the 
taxpayers of Canada by a requirement that a levy of 1 per cent should 

^Statutes of Canada, 1942, c. 5. 

*Ibid., 1940, c. 38; 1947, c. 43. 
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be deducted from the purchase price of all grain sold to licensees of 
the Board of Grain Commissioners. This requirement brought within 
the scope of the levy substantially all grain entering into commerce 
in Western Canada. The amount collected by this levy was to be paid 
into a special account of the Consolidated Revenue Fund of Canada, 
called the Prairie Farm Emergency Fund, by the Board of Grain Com¬ 
missioners, which was made the collecting agency. The imposition of 
this levy in effect incorporated into this legislation the idea of crop- 
loss insurance, but the rate of levy quite obviously would not yield a 
return which would prove sufBcient to cover the amounts paid out as 
bonuses.' 

A secondary effect of price and acreage subsidies was to encourage 
the production of wheat. The probability of this had been pointed 
out by the Minister of Agriculture for Alberta in discussing the Govern¬ 
ment’s programme. He said that the plan would “encourage the grow¬ 
ing of more wheat” and would “offer no inducement to growers of 
any other grains.”® Indeed, no other group of farmers in Canada was 
placed in an equally privileged position. In announcing the Govern¬ 
ment’s programme to Parliament the Minister of Agriculture, Mr. 
Gardiner, said the objective of the Government was to “set up as many 
homes as can possibly be maintained in the prairie section of Western 
Canada.”^ That this end might be achieved by a more balanced 
method of agriculture was still not within the purview of federal 
pohcy. In the face of a strong trend throughout the world towards 
the over-production of wheat, which led to recurring surpluses and 
price difficulties, there was no hint at this time that the Canadian 
Government or the grain growers themselves recognized any necessity 
to restrict wheat production in Canada to within the limits set by home 
consumption and the amount that the export markets ordinarily would 
absorb. Tlie emphasis was still on expansion. 

Nevertheless, for years the hard core of the Canadian wheat prob¬ 
lem had been that the world was growing too much wheat relative 
to effective demand, and that the prairie farmers specialized on an 
enormous scale in this production. In 1930 sown acreage in the western 
provinces was estimated at 23,960,000 acres. In 1935, after five years 
of low prices, there had occurred no substantial reduction in acreage. 
In 1936, with better prices, wheat acreage had increased to 24,838,000 

"■'See below, p. 219. 

•Winnipeg Free Press, Feb. 18, 1939. 

’’Canada, House of Commons Debates, Feb. 10, 1939. 
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acres. The legislation of 1939 began at once to bear the fruit that 
might logically be expected from it. In 1939 Canadian wheat growers 
increased their acreage by approximately 1,000,000 acres. In 1940 
there followed another increase of 2,000,000 acres, Canadian wheat 
acreage in that year reaching the peak figure of 27,750,000 acres. Un¬ 
doubtedly, the expectation that the war would increase the demand for 
wheat was also a factor in this expansion. 

It was the combination of relatively high yields and expanded 
acreage in 1939 and 1940 that finally forced the Government into a 
policy of restricting the production of wheat. Production of wheat was 
increasing at such a rate in Canada that, lacking wider markets, it 
was threatening to go beyond the physical possibilities of storage. Even 
with increased exports in 1940 the carryover at the end of the crop year, 
July 31, 1941, reached the enormous total of 480,129,000 bushels. 
Before that date, however, the Government acted. The probability of 
a carryover of this order of magnitude was so plainly apparent in the 
winter of 1941 that, however reluctant to act, the federal Government 
had to face the situation. The only feasible solution was one that 
involved a reduction in acreage. 

The effort to solve the wheat problem by reduced production was 
a belated recognition of the fact that the cause of low prices and the 
wheat growers’ difficulties lay deeper than the methods of marketing 
employed. This occurred gradually and, in so far as it happened, 
represented a notable change in view. All the royal commissions that 
had investigated the grain trade had proceeded upon the premise that 
with suitable marketing organization the western wheat grower’s 
problem of disposing of his product at a remunerative price would be 
solved. Mr. Justice Turgeon’s Commission of 1938 began its investi¬ 
gation with some consideration of fundamental world conditions, but 
it soon bogged down in the question of competing theories of market¬ 
ing, namely, a compulsory wheat board versus free enterprise. The 
Commissioner’s views seemed to centre around the inadequacies of 
markets; he apparently did not come to any conclusion about whether 
Canada was producing a quantity of wheat beyond the normal capacity 
of its foreign markets. While he pointed out the uncertainties of the 
international situation, he placed his emphasis upon the necessity of 
Canadian wheat being of high quality and being offered at a reason¬ 
able price rather than upon sheer quantity produced." One man who 
had early seen the necessity of acreage reduction was John I. 

^Report of the Royal Grain Inquiry Commission, 1938 (Ottawa, 1938), p. 157. 
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McFarland; throughout his period of pubhc office he had repeatedly 
urged the importance of such a pohcy. But neither western wheat 
producers nor provincial farm leaders were disposed to admit such a 
necessity. It was only the emergence of the difficulties of storing excess 
supplies under wartime conditions that forced the federal Government 
finally to devise measures that would tend to restrict acreage. Although 
western farmers did not like the prospect, the force of events was 
compelhng them to accept reluctantly the idea that wheat acreage in 
Western Canada would have to be reduced. The practical problem 
they faced was what to do with the land that they would be forced 
to take out of wheat; how were they to maintain farm income? This 
was the problem the federal Government had to solve when it under¬ 
took to cut down wheat production. 

On March 12, 1941, an interlocking programme was announced to 
Parliament by the Ministers of Agriculture and of Trade and Com¬ 
merce; it called for a substantial reduction in the farm acreage sown to 
wheat and limited the wheat dehveries that could be made to the 
market. While the Minister of Trade and Commerce announced that 
Canadian wheat growers would be hmited in their market dehveries 
to 230,000,000 bushels, the Minister of Agriculture made pubhc a 
scheme of compensation whereby grain growers who reduced their 
wheat acreage in 1941 would receive payments from the Government. 
The Departments of Trade and Commerce and of Agriculture were 
linked together in the Dominion Government’s wheat programme of 
1941 because of the division of function that exists between these 
two Departments with respect to agricultural products. Upon the 
Department of Trade and Commerce devolves the duty of promoting 
the sale of Canada’s products abroad, and for this reason the problem 
of marketing Canadian wheat under the best conditions has always 
been a major responsibihty of the Minister of Trade and Commerce. 
For the same reason the Board of Grain Commissioners, which is 
responsible for the official weighing and grading of Canadian grains, 
is under this Minister. The Department of Agriculture concerns itself 
with the problems of production. With respect to wheat production 
it has achieved some really great successes. The development of im¬ 
proved varieties of early maturing wheat expanded the wheat-growing 
area in Western Canada, while the breeding of rust and drought- 
resistant varieties increased the yield per acre. The whole emphasis 
of the Department has always been upon the greater production of 
high quality wheat in Western Canada. The larger and larger harvests 
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that were garnered on the prairies were a tribute to the success that 
crowned its efforts. Hence, when a situation arose that required limi¬ 
tations upon wheat production, this problem also became one for the 
Department of Agriculture. The 1941 programme recognized that the 
wheat problem was no longer one merely of marketing methods, but 
also one of production. 

Since the Government s poUcy was not announced until nearly the 
middle of March, prompt action was necessary with respect to both 
measures in order that the farmers might know where they stood 
when sowing their crops for the season of 1941. For this reason, while 
its proposals were freely debated in the House of Commons, the 
Government did not proceed with them by way of legislation but 
took advantage of its powers imder war conditions to make them 
effective by other methods. Acting through the Canadian Wheat 
Board the Government authorized the Board to accept for the coming 
crop year the limited quantity of 230,000,000 bushels of wheat, of 
which 223,000,000 bushels were to come from Western Canada.* Pay¬ 
ments as compensation for a reduction in the acreage sown to wheat 
were authorized to be made to the wheat producers by an Order-in- 
Council passed on April 30, 1941.’" By these short cuts the Govern¬ 
ments programme was made clear to the wheat growers in time to 
affect their decisions governing the crop of 1941. The principles em¬ 
bodied in the payment of compensation for acreage reduction in 1941 
were subsequently given statutory form by the Wheat Acreage Reduc¬ 
tion Act of 1942, and continued for that year. 

The execution of the 1941 programme involved at the outset the 
collection of a vast amount of statistics both by the Canadian Wheat 
Board and by the organization established in the Department of 
Agriculture to administer the Prairie Farm Assistance measure, the 
latter organization being given the additional task of making the 
payments authorized for reductions in wheat acreages. The base 
upon which individual marketing quotas and compensatory payments 
rested was the declared acreage in wheat on each farm in the year 
1940. The collection of data was made independently by both organ¬ 
izations. They served as a check upon each other, for in the event 
of a marked discrepancy between the figures submitted by the two 
bodies, an investigation was conducted by the federal treasury before 
money was paid out. 

"Canadian Wheat Board, Instructions to the Trade, no. 200, April 30, 1941. 

i"P.C. 3047 amended by P.C. 3231. 
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The Canadian Wheat Board was fortunate in that part of the work 
required had been done by it already. In 1940, when limited storage 
space had made it necessary to regulate deliveries at country points, 
in order to divide the available space fairly between all, the Wheat 
Board, under the authority of an Order-in-Council,” had instituted 
the requirement that no wheat, oats, or barley could be delivered at 
a country shipping point without a permit from the Wheat Board. 
Farmers were to share in the deliveries possible on the basis of 
acreage in crop, and in order to carry out this principle permit books 
were validated for each farmer. These permit books contained a 
sworn declaration by the holder, stating the number of acres in each 
farm and the seeded acreage of wheat, oats, and barley, and provided 
a record of deliveries made. When it became necessary in 1941 to 
restrict marketings, the information contained in these permit books 
was on file with the Wheat Board. In April of 1941 the Wheat Board 
announced that it had worked out the principles of a quota plan by 
which wheat producers would be permitted to base their deliveries 
of wheat during 1941-42 on 65 per cent of their 1940 wheat acreage. 

The Board pointed out that it was not possible to forecast the 
crop in advance nor to foresee the distribution of high and low yields 
between different parts of the wheat-growing ar/sa. Nevertheless, a 
basis of 65 per cent of the wheat acreage sown in 1940 would give 
the growers a rough idea of what reduction in acreage would be 
required to bring the total yield into reasonable conformity with the 
amount that could be marketed. Because of the restrictions announced 
upon marketings and the compensating features of the programme, 
appeals to the growers to reduce acreage were relatively effective. 
In 1941 the acreage sown to wheat fell from 27,750,000 acres to 
21,140,000 acres, a reduction of 6,610,000 acres or approximately 24 
per cent under the 1940 acreage. While the actual reduction made by 
the producers was not as drastic as the calculations of the Wheat 
Board had indicated as desirable, it proved suflBcient to ease the 
situation because of a relatively low yield. The yield per acre in 
1941 was 14.0 bushels per acre, compared with 18.5 bushels in 1940. 
On the reduced acreage this meant a total production of 296,000,000 
bushels, or less than ordinary exports plus domestic disappearance. 
As a result, the carryover on July 31, 1942 was estimated at approxi¬ 
mately 424,000,000 bushels or a reduction of 56,000,000 bushels over 
the carryover for the previous year. 

”P.C. 3750, Aug. 7, 1940. 
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For the purpose of making the compensatory payments, reductions 
in wheat acreage were computed by deducting the number of acres 
sown to wheat on each farm in 1941 from the number of acres sown 
to wheat on the same farm in 1940. This was the general basis, but 
provision was made to cover various special circumstances such as on 
farms where no land had been sown to wheat in 1940, or where land 
had been newly broken. Basic acreages for each farm were also 
determined for summer-fallow, coarse grains, and grass. 

The scale of payments estabhshed in 1941 imder the Order-in- 
Council was as follows: $4 for each acre summer-fallowed in 1941 
in excess of the number of acres computed for the year 1940 as being 
in summer-fallow; $2 for each acre sown to coarse grains or grass 
before July 31, 1941, in excess of the number of acres computed to 
be in coarse grains or grass in 1940; and $2 for each acre sown to rye 
or grass before July 31, 1941. Further, a payment of an additional 
$2 per acre was authorized to be made for each acre sown to rye or 
grass in 1941, and which continued to be kept in rye or grass on 
July 31,1942, provided that the acreage in grass in 1942 was additional 
to the basic acreage computed to be in grass on July 1, 1940.'’“ 

The Wheat Acreage Reduction Act of 1942 reduced the payment 
on land in summer-fallow from $4 to $2 per acre, but apart from 
clarifying various sections of the regulations, made no substantial 
change in the provisions set forth in the original Order-in-Council of 
1941.'“ The reduction in payments for land in summer-fallow followed 
an increased demand for coarse grains and a rise in their price. Pay¬ 
ments for summer-fallow had been justified on the ground that it 
tended to conserve the qualities of the soil. By reducing this payment 
the emphasis was shifted to putting a greater part of the land to alter¬ 
native uses. An appreciable increase in acreage devoted to oats and 
barley followed the initiation of the 1941 programme, but it is impos¬ 
sible to determine what part of this increase was due to the acreage 
payments and what part to more favourable prices for coarse grains. 
Payments for summer-fallow were discontinued after 1943.'^ 

The reduction in wheat acreage contemplated in the 1941 pro¬ 
gramme was based on the assumption that normal physical conditions 
of production would prevail in the West. In 1941, as we have seen, 
this did not turn out to be the fact. Drought, excessively hot weather. 


12P.C. 3047 and P.C. 3231, 1941. 
'^Statutes of Canada, 1942, c. 10. 
^*Ibid., 1943-44, c. 12. 
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and the ravages of the sawfly reduced the yield per acre. When the 
effect of these conditions was combined with the reduction in acreage, 
the result was a wheat harvest in the West of less than 300,000,000 
bushels, the smallest crop in four years. While this relatively short 
crop reheved the strain upon storage facilities, the large amount of 
wheat carried over from 1940 and the big crop of 1942 overhung the 
market and tended to keep wheat prices down. This involved a sharp 
reduction in income for Ae wheat growers, and soon a widespread 
agitation developed among them for an increase in the price they 
s^uld receive. It was alleged that the current returns from wheat and 
other grains would not yield an income sufficient to maintain them 
under prevailing conditions of hvelihood. Recognizing the possibility 
of hardship arising out of the short crop and the marketing controls 
imposed, Ae Prime Minister, Mr. King, announced that the Govern¬ 
ment would supplement the growers’ income by providing approxi¬ 
mately $20,000,000 as a straight subsidy based on cultivated acreage. 
Payments were to be at the rate of 75 cents per acre on one-half of 
the cultivated acreage on each farm with a minimum payment of 
$150 per farm.*’ This subsidy was distributed by the organization 
handling the payments that were made under the Prairie Farm 
Assistance Act. 

There were thus for a time three different federal measures under 
which the prairie wheat grower might derive assistance, and the 
sums paid out by the Dominion Government were therefore sub¬ 
stantial. In the three years 1941, 1942, and 1943 total payments 
approximated $122,000,000. Of this sum the payments made under 
Prairie Farm Assistance amounted to $21,057,927; payments to aug¬ 
ment prairie farm income accounted for $18,898,000; and payments 
for wheat acreage reduction totalled $82,000,000.*® EarUer, the losses 
absorbed by the federal treasury by reason of the operations of the 
Canadian Wheat Board in buying wheat from the wheat grower at 
a higher price than that at which it could be finally marketed had 
constituted a concealed subsidy from which the wheat grower bene¬ 
fited in certain years before 1941. The record down to the operations 
covering the crop of 1939 shows that total payments made up to 
that date by the Dominion Govermnent to cover Wheat Board deficits 
in this accoimt amounted to approximately $65,000,000.** 

*’P.C. 8162, Oct. 22, 1941. 

'•Winnipeg Free Press, June 14, 1944. 

"Canadian Wheat Board, Report, 1941-42, p. 23; also ibid., 1943-44, Exhibit 
VI. 
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While the initial delivery payments were designed originally to 
put a floor under the wheat growers’ income on a reasonable basis, as 
the war progressed other considerations also became of importance. 
The general policy of the Government was to keep down the price 
of food while maintaining Canadian production at as high a level 
as possible. There was also an attempt to direct agricultural effort 
generally along those lines that would yield the greatest advantage 
in the prosecution of the war. In accord with this policy substantial 
subsidies were paid to encourage the production of dairy products 
and of bacon and other animal products. These subsidies, of course, 
were not limited to the West, but applied to agriculture in other 
parts of Canada as well. In the seven years from 1939 to 1945 inclu¬ 
sive the Canadian Government disbursed to the farmers of Canada over 
$400,000,000 in subsidies.'® 

In so far as the West was concerned, the general effect of this 
policy was to lead for a time to a broader diversification of agriculture. 
This was a development of great advantage to the country. The 
hazards of one-crop farming have always been recognized as a weak¬ 
ness in the agricultural economy of the West, and any policy that 
tended to divert from wheat production areas capable of being used 
economically for stock or dairy fanning was clearly a move in a 
desirable direction. The 1941 programme of the federal Government 
had this especial merit, that it endeavoured to accomplish a reduction 
in wheat acreage that would tend to bring annual wheat production 
down to the limits measured by the annual disappearance of stocks 
by home consumption and what experience had demonstrated Canada 
could sell ordinarily in competition with other wheat-producing 
countries abroad. 

Notwithstanding the advantages of the Government’s policy, on 
the whole it was received by the grain growers with evidence of dis¬ 
content or resignation rather than with active approval.'® 'The western 
wheat producer wanted to grow wheat, and disliked a government 
policy that tended to compel him to give some attention to stock 
feeding and the production of dairy products. This attitude led to 
continued agitation by the wheat growers for the Government to fix 
higher wheat prices. With the assistance of the Saskatchewan Pool 
this agitation expressed itself in the organization of an excursion of 

‘®See the Alberta Wheat Pool Budget, May 3, 1946, for details. 

'“See the submission to the Dominion Government in support of the Saskat¬ 
chewan Agricultural Petition, Feb. 2, 1942. 



WHEAT GROWING BECOMES 


over four hundred Saskatchewan wheat growers and their supporters 
who descended upon Ottawa in February of 1942 to lay their demands 
before the Government. They present^ a petition bearing 185,000 
names which demanded that the initial price of wheat paid by the 
Wheat Board should not be less than $1.00 per bushel. While there 
had been general agreement that increasing costs of production 
warranted some increase over 70 cents per bushel, the Government 
was reluctant to place such a heavy additional burden upon the tax¬ 
payers of Canada as an increase from 70 cents per bushel to $1.00 
per bushel involved. It finally compromised with the demand by 
fixing the initial price for the year 19^ at 90 cents per bushel basis 
No. 1 Northern delivered at Fort William or Port Arthur, with market¬ 
ing limited to 280,000,000 bushels for the West.^*® An Order-in-Council 
gave the Wheat Board power to adjust wheat futures to the new price 
levels, thereby preventing speculative profits from accruing as a result 
of the Government’s decision to increase the initial price. To counter¬ 
act any tendency for the grain growers to shift back into wheat from 
the coarse grains as a result of this increase in wheat prices, the 
Government also established minimum prices for barley, oats, and 
flax.^* These prices were designed to maintain substantial equality in 
the price relationships between these various grains. 

The response of the western farm leaders to the Government’s 
decision was one of criticism. J. H. Wesson, President of the Saskat¬ 
chewan Pool, in expressing disappointment that a higher price had 
not been established, said the Ottawa delegation’s demand for “$1.00 
wheat” represented the minimum requirement and was “in no sense 
submitted as a basis for bargaining.”** Robert Gardiner, President of 
the United Farmers of Alberta, declared: “We are still not satisfied, 
although we are appreciative of the increase that has been granted.”** 
This reaction illustrates one of the difficulties that faces a government 
in a democracy when confronted with a demand from a powerfully 
organized economic group for it to fix prices by ministerial fiat instead 
of allowing them to be determined by the impersonal valuation of 
the market. In this instance there is reason to believe that if the 
demand for wheat at $1.00 per bushel had been acceded to, the next 
move would have been a demand for a further increase. The petition 

*®P.C. 1802, March 9, 1942; Statutes of Canada, 1942-43, c. 4. 

*'P.C. 1801, 1942. 

“Winnipeg Free Press, March 7, 1942. 

March 9, 1942. 
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presented at Ottawa had in fact laid the ground for such a request. 
It asked the Government to “accept the principle of parity prices for 
all agricultural products” and mentioned the 1926-29 price level for 
wheat as the basis. This would mean that the Government would 
be expected to fix a minimum price for wheat at approximately $1.40 
per bushel, a price distinctly out of line at the time with the general 
controlled price structure of the country. 

The next step in the evolution of the marketing structure for 
Ganadian wheat occurred in September of 1943. The third year of 
the war found wheat-exporting countries still struggling with the 
problem of surplus supplies. In Ganada the upward trend in wheat 
stocks had been only temporarily checked by the small crop produced 
in 1941, the carryover at July 31, 1942 being 424,000,000 bushels 
compared with 480,000,000 bushels the year before. In the crop year 
1942-43, on top of this carryover there was coming into the market 
one of the largest crops in the history of the West. The total yield 
in 1942 in Western Ganada was estimated at 529,000,000 bushels. 
Thus the situation in the autumn of 1942 was that Canada was hold¬ 
ing a larger total supply of wheat than she had ever held in the past. 
Marketing prospects were only moderately favourable. Making due 
allowance for expected export sales and domestic disappearance, 
wheat stocks promised to reach an excessively high level when the 
crop of 1943 would become available. It thus seemed desirable that 
the 1943 crop should be kept down to moderate limits. 

In the light of this situation, in January of 1943 the Minister of 
Trade and Commerce announced that farmers’ deliveries of wheat 
to the Wheat Board for the crop year of 1943-44 would be limited 
to 14 bushels per authorized acre based roughly on the acreage of 
1940.It was estimated that this would limit the amount that would 
be available for market to 280,000,000 bushels. The initial price was 
to remain at 90 cents per bushel. At this time, therefore, the Govern¬ 
ment contemplated no change in its wheat policy, but apparently 
hoped that restriction on wheat marketing would lead to further re¬ 
duction in wheat acreage and to an increase in the production of the 
feed grains which were needed in connection with the Government’s 
livestock production programme. 

The circumstances that forced a change in this policy were a 
partial failure in feed crops in large parts of the United States and 
in Eastern Canada for 1943, combined with entirely unexpected heavy 

^*Ibid.. Jan. 30, 1943. This limitation was withdrawn at the end of May, 1944. 
Ibid., May 30, 1944. 
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disappearances of reserve stocks of wheat in the United States result¬ 
ing from consumers’ demands and from wheat being used for industrial 
purposes. Shortages of feed grains in the United States led to the 
release of wheat to augment feed supplies in the United States. Mean¬ 
time, as a result of the change in prospects, wheat prices in Canada 
from March of 1943 began steadily to advance. As the price rose 
until it was in excess of the 90-cent minimum payable on wheat 
delivered to the Wheat Board, the bulk of the wheat marketed by 
producers was being sold to the independent grain trade rather than 
being turned over to the Government agency. As late as March 30, 
1943, when No. 1 Northern wheat was selling at over $1.00 a bushel 
“spot,” the Government apparently had no idea that it might be 
necessary for it to make a change in its policy. On that date it used 
its majority in the House of Commons to defeat a motion that steps 
should be taken to abolish trading in futures in the Winnipeg Grain 
Exchange.” 

Events, however, were sufficiently compelling to force the Govern¬ 
ment’s hand. Heavy losses in the winter and spring wheat areas of 
the United States, by reducing the expected crop for 1943, made it 
evident that the United States would have to look to Canada for 
help in making up an approaching deficiency. On April 30, 1943, the 
United States removed quota restrictions on wheat shipments for 
feeding purposes from Canada into the United States. iTiis opened 
the door to a very large market for Canadian wheat of the lower 
grades. American wheat reserves were disappearing rapidly. In January 
of 1943 it had been estimated that the American carryover of wheat 
on June 30 of 1943 would be around 707,000,000 bushels, but as a 
result of the demand in the ensuing six months the carryover on the 
later date was estimated at 590,000,000 bushels, and it was considered 
likely that before another crop could replenish wheat supplies 
American surplus stocks would disappear altogether. In Canada crop 
conditions had not been favourable during the growing period and a 
large yield was not expected. This factor, combined with the acreage 
reductions, led to the view that Canada would harvest the smallest 
wheat crop in six years. All the indications were that the Canadian 
carryover would be sharply reduced. In line with this view wheat 
prices continued to advance and practically all deliveries were being 
made outside the Wheat Board, since by this time the prices on the 
open market were much higher than the Board’s initial fixed price. 

March 31, 1943. 
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On September 27, when the Government took aetion, they had reached 
a level of $1.23}* for No. 1 Northern wheat. At that time it was 
announced that the Dominion Government would acquire all stocks of 
unsold cash wheat in Ganada at the then market price, and that trading 
in wheat on the Winnipeg Grain Exchange would be suspended. This 
meant that the Government had finally placed the Wheat Board, as its 
administrative agent, in sole charge of marketing Canadian wheat. 

Several reasons undoubtedly weighed with the Government in 
deciding to assume complete control over marketing Canadian wheat 
supplies. One factor was Canadian commitments abroad. The British 
Government had centralized its purchases of wheat under the Cereal 
Imports Committee, which purchased supplies from Canada with the 
Wheat Board as its opposite number. Now, in order to sell in large quan¬ 
tities to Britain, it seemed necessary for the Wheat Board to have control 
over a large supply of wheat in Canada. As the Canadian surplus 
declined it became apparent that a situation might arise where the 
Wheat Board would either be unable to negotiate large sales with 
the Cereals Import Committee or, if it did make sales, might have 
to purchase the wheat at disastrously high prices from the trade in 
the open market. This would probably precipitate a runaway market 
not unlike that which occurred during the First World War and 
led to the closing of the futures market at that time. Naturally, 
the Dominion Government did not wish the Canadian Wheat Board 
in its negotiations with Great Britain over wheat sales to be hampered 
by uncertainties of this nature. Another element in the situation was 
that Canada had entered into certain mutual aid agreements with 
other countries which involved the shipment of wheat abroad. In 
this instance, also, if the wheat were not acquired by it directly from 
the producer, the Wheat Board might find itself in a difiScult position 
by having to go into the open market to obtain the quantities it 
required to fulfil Canadian commitments. Purchasing wheat in this 
way in the open market would tend to raise the price stQl further, 
and also to increase the eost of the mutual aid being given by Canada. 
Finally, and this element was very important, the rapidly advancing 
price of wheat threatened to affect the general price structure of the 
Dominion, which was now being kept under strict control. Increased 
prices for wheat would also increase the amount of the subsidies that 
the Dominion Government would be required to pay to the flour 
millers if the general cost of living to the public was to be prevented 
from rising unduly. 
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All of these reasons combined to force the hand of the Govern¬ 
ment. Although up to this time the Liberal administration had con¬ 
sistently displayed a theoretical bias in favour of the open market system 
of selling wheat, it found itself at length compelled to go the whole 
distance and to place sole responsibility upon the Canadian Wheat 
Board for disposing of Canada’s wheat crop. A combination of causes 
had finally driven it into this position, rather than a tardy conversion 
to the belief that a national wheat board was the most desirable 
method of marketing the Canadian crop. The earlier theory had been 
that compulsory marketing would bring higher prices, but when 
compulsory marketing was actually established it was to keep 
prices under control. 

The price at which the Wheat Board acquired the accumulated 
stocks of wheat was $1.23)» per bushel; the initial delivery price for 
wheat producers on further deliveries was $1.25 per bushel for No. 1 
Northern wheat basis in store at Fort William. This price replaced 
the initial delivery price of 90 cents per bushel which had been in 
effect since March of 1942. The new price thus represented a marked 
increase over what the Government hitherto had been willing to 
guarantee. Of more practical significance was the fact that it was 
slightly higher than the closing prices on the Winnipeg Grain Ex¬ 
change on the last trading day before the Government’s decision 
was announced. This price had the political advantage, therefore, of 
eliminating for the time being any complaints from the producers 
that they were being deprived of income they might have obtained 
by dehvering their wheat to the independent trade. At the same time 
it allowed accumulated stocks to be closed out and acquired by the 
Board at prices corresponding substantially to international wheat 
values. As the price was an initial delivery price, it assured wheat 
growers that if world wheat prices continued to advance they would 
be able to share in the benefits therefrom through payments made 
on their participation certificates. 

The policy initiated in September of 1943 has been continued. 
With the downfall of Germany in the spring of 1945, the Canadian 
authorities found an overseas demand for Canadian wheat which 
made it possible to dispose of the large Canadian surplus still exist¬ 
ing in the country as rapidly as it could be moved. Export shipments 
increased in magnitude during the summer and seemed to be limited 
only by transportation facilities. At the outset no change in market¬ 
ing restrictions for the crop of 1945 was indicated but the 1945 wheat 
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crop was small and the Dominion Government authorized the Wheat 
Board to accept all deliveries. Nevertheless, with a reduced Canadian 
crop a certainty, Canada, in negotiating sales with Great Britain, 
clearly did not endeavour to exact the highest price that might have 
been forced from a necessitous customer. Prior to July 31, 1945, 
wheat was being moved to the United Kingdom under an agreement 
with Canada that the price should be $1.46 per bushel for No. 1 
Northern. Subsequendy, the Wheat Board, as administrative agent 
for the Dominion Government, announced that prices fixed on wheat 
shipped from August 1, 1945 would be $1.55 per bushel. This price 
was well below current world values.** That sales to Great Britain 
were being negotiated really on a credit basis, and that in the last 
analysis this wheat would probably be paid for by the Canadian 
taxpayer, was probably one reason for this moderation. 

To meet any objections that this forbearance was being exercised 
at the expense of the western wheat producer, the Government, by 
way of an equivalent, in September of 1945 announced that it would 
put a “floor” under wheat prices of not less than $1 a bushel for a 
five-year period, that is, up to July 31, 1950. This represented a 
major decision of post-war policy, although all of its consequences may 
not have been apprehended at the time. Clearly it foreshadowed a 
continuance of the Wheat Board, presumably after emergency con¬ 
ditions had disappeared, but with what powers was left unexplained. 
When the Minister of Trade and Commerce was queried in the House 
of Commons about the future of the Wheat Board, all that could be 
drawn from him was the statement: “I anticipate that the Government 
anticipates the Wheat Board will continue indefinitely.”** 

At the close of the Second World War there seemed to be no 
large body of public opinion in favour of abolishing the Canadian 
Wheat Board, while it was evident that there would be decided 
opposition from the wheat producers to a return to the open market 
system of trading without some guarantee of a “floor” price. Thus, 
partly as a result of the experiences of the early nineteen-thirties, and 
partly as a result of the war, Canada appeared to be drifting into a 
system of state trading for one of its most important export com¬ 
modities. Wheat was no longer a free article of commerce, but was 
subject to the policies decided upon by the wheat committee 
of the Canadian Cabinet, the really effective body in determining 

^nbid., Sept. 15, 17, 1945. 

^■'Ibid.. Sept. 20, 1945. 
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the course followed by the Wheat Board. This change in marketing 
method, expanded and worked out under the stress of war conditions, 
led to the development of various controls that limited the amount 
the producer could deliver to the market, and also, to a very large 
degree, the rate at which the railways could be called upon to move 
wheat forward from country storage points to the terminals. Rigid 
control of shipments from country elevators indirectly controlled the 
rate at which the producer could market the quota of wheat he was 
allowed to deliver. In return, the producer had a fixed minimum 
delivery price, calculated to stabilize his income, and the knowledge 
that, should export prices advance, he would benefit from a further 
payment on his dehveries, through his participation certificates, but 
that if prices fell below the minimum delivery price the federal 
treasury would absorb the loss. As this policy worked out, from 
time to time the Dominion Government, either directly or indirectly, 
paid out to the wheat producers substantial amounts of money which 
were in effect federal subsidies. 

It should be noted, however, that while the Government’s measures 
were directed towards giving the wheat producers basic protection 
the general wartime controls instituted to keep down prices applied 
more severely to wheat than to any other commodity. 
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Wheat politics and the taxa¬ 
tion of co-operative profits 

The history of the Pools during the last twenty years briefly is the 
record of their outstanding recovery from the dark days of 1930 and 
1931. All of the indices of expansion, growing strength, and stability 
are evident. Their membership has increased; their net capital assets 
have grown greatly in magnitude; they have continued to handle 
a large proportion of the crop; their annual profits have been large. 
Most important of all, they have been successful in surmounting 
the financial difficulties that threatened their existence at the beginning 
of the period. By prudent management, and under favourable con¬ 
ditions in the later years, they have built up an impressive accumu¬ 
lation of capital with which to carry on their extensive operations. 
The details of this recovery are set forth in chapter x. 

In the realm of public affairs, partly as an aftermath to the d6b4cle 
of 1930 and partly because of the incidence of public policy upon their 
position, the Pools have been almost continuously in the public eye. 
This was largely a consequence of the dual role Mr. McFarland came 
to occupy after taking over the task of disposing of the Pool surplus. 
In order to make the situation clear it is necessary to examine the 
nature of his appointment, its effect on the Pools’ organization, and 
the sequence of events which brought the Pools into the foreground 
in the federal election of 1935. 

The overpayment to the members on the 1929 crop left the Pools 
with an aggregate debt of nearly $23,000,000.^ While the 

‘See D. A. MacGibbon, The Canadian Grain Trade (Toronto, 1932), pp. 78-9, 
352-4. 
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provincial governments of Alberta, Saskatchewan, and Manitoba, to 
avoid tbe Pools’ complete collapse, had come to their rescue at this 
time and funded the debt on a twenty-year basis, each of the provincial 
Pools was left with substantial annual payments to make to the 
provincial governments on the capital sum plus interest payments on 
the balance outstanding. The situation did not improve in 1931. 
Although the initial payment to members on wheat deliveries for 
the 1930 crop was fixed at the outset at 70 cents per bushel, which 
was deemed to be a conservative basis, and was later reduced by 
degrees to 50 cents per bushel, the swift downward plunge of wheat 
prices during the autumn soon imperilled the 15 per cent margin 
required by the chartered banks on their loans to the Pools. The 
banks demanded that their credits should be guaranteed. The 
governments of the western provinces were unwilling to assume 
further burdens and the aid of the Dominion Government was 
sought. The latter was reluctant to act, but under pressure gave the 
required guarantee with the condition that the Pools appoint a 
satisfactory person to be manager of the central selling agency. Mr. 
John I. McFarland, who was chosen, was charged vrith disposing of 
the Pools’ carryover and with their share of the 1930 crop. In effect, 
this meant that the marketing functions of the Pools, as distinguished 
from their handling activities, were taken over and placed in the 
hands of a representative of the Dominion Government. Technically, 
though, Mr. McFarland was an official of the Pools. 

At the end of the crop year, July 31, 1931, an important change 
occurred which affected each of the three provincial Pools. 'The 
marketing operations of the central selling agency were divorced from 
those of the provincial organizations. As liquidator of the Pools’ 
surplus Mr. McFarland continued to act through the central selling 
agency to dispose of the stocks in hand. In addition, he had been 
empowered under an Order-in-Council to take what measures he 
could to stabilize the price of wheat.* In this latter capacity he was 
the agent of the Dominion Government and, as such, in intimate 
contact with the head of the federal administration. 

'This division of function permitted the individual Pools to conduct 
as separate entities their current country elevator and terminal 
operations. The difficulties caused by their experiences in 1929 and 
1930 and by separation from the central selling agency necessitated 
a change in their method of doing business. Pooling had fallen out 

^Report of the Royal Grain Inquiry Commission, 1938 (Ottawa, 1938), p. 36. 
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of favour with many of their ■members and had practically ceased, 
although voluntary provincial pools were organized for those members 
who wished to continue marketing their wheat on this basis and 
continued to operate for four years between 1931 and 1935. The 
amount handled in this way was very small and the voluntary pools were 
discontinued as unnecessary when the Canadian Wheat Board was 
established. 

From the inception of the Pool movement until 1931 the five-year 
contract, by which the individual Pool members bound themselves 
to deliver all their saleable wheat to the Pools, had been a characteristic 
feature, and the contractual basis upon which the Pools conducted 
their operations. But as the organization got into difiBculties because 
of the continued decline in the price of wheat it became no longer 
feasible to enforce these contracts rigidly.® Hence in 1931, in effect, 
members of the Pools were relieved by their boards of management 
of the obligation of dealing only with their own organization. In 
1933 when the contracts actually expired no attempt was made to 
secure renewals. Contract signers were members of the Pools by virtue 
of their each having been allotted one share of stock, application for 
which was made when the contract was signed. With no pooling 
contract any longer in operation, new forms of application were 
drawn up by which new members might be enrolled and receive one 
share in the organization of the par value of $1.00. The provincial 
organizations now bought wheat outright from their members or from 
non-members and sold it at current prices through the ordinary 
channels of trade. At the same time the deductions from members’ 
marketings of 2 cents per bushel to provide capital for the construc¬ 
tion of elevators and the deduction of 1 per cent of gross sales to 
provide a commercial reserve were suspended. Interest payments to 
members on the funds already built up from these deductions were 
also for the time being suspended. The change in the Pools’ methods 
of operation was destined at a later date to have an important bearing 
on the legal question of whether their profits were taxable under the 
Income War Tax Act.* 

To sum up: the reverses of 1929 and 1930 had forced the Pools to 
drop the poohng method of marketing and fall back upon the provincial 
organizations, and to suspend the accumulation of capital by means 
of deductions from the members’ returns, and had left them with 

‘Report of the Royal Commission on Co-operatives (Ottawa, 1945), p. 138. 

*See p. 82. 
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an enormous debt individually due to their provincial governments. 
Payments also remained to be made on some of the elevator facilities 
acquired during the period of prosperity. They had, however, 
weathered the storm that had nearly swamped them. Moreover, as 
assets they had reserves amounting to approximately $20,000,000. 
Their investments included over 1,600 country elevators, and they 
either owned or had under leases seven terminal elevators at Fort 
William and Port Arthur with 16,868,000 bushels’ capacity; they 
owned or controlled as well terminal capacity at Vancouver amount¬ 
ing to 8,050,000 bushels. The Saskatchewan Pool had also purchased 
a transfer elevator at Buffalo, N.Y. In all essential respects their 
handling organizations remained intact. In addition, they continued 
to possess a large and loyal group of members, who were determined 
that their business venture should recover from the serious setback it 
had suffered. That this was true was demonstrated by the fact that 
after 1931, employing the ordinary methods of free marketing, the 
Pools, in competition with the private companies, continued to handle 
over 40 per cent of the wheat marketed. 

While the separation for marketing purposes of the central selling 
agency from the Pools in 1931 left the latter free to carry on business 
without government intervention, there remained to be determined 
what payments, if any, the Pools were ultimately to receive for the 
wheat taken over from them by Mr. McFarland. When he assumed 
charge of the central selUng agency in November of 1930 there was 
on hand 36,935,000 bushels of Pool wheat, with deliveries still to 
come in during the remainer of the crop year. On July 31, 1931, when 
the separation occurred, there was a carryover of 27,609,000 bushels 
of cash wheat and 47,555,000 bushels held as futures. This gave a 
total of 75,164,000 bushels over which Mr. McFarland continued to 
have control and for which an accounting was ultimately due to the 
Pools. Obviously, if this wheat had been dumped on the market at 
the low prices prevaihng at the date of the separation of functions, 
the sale would have further depressed the already disastrously low 
price of wheat; moreover, the loss would have been so enormous that 
it would have entailed a heavy payment from the Dominion treasury 
to make good to the lending banks the guarantee that the Govern¬ 
ment had given to them. 

Shortly after Mr. McFarland assumed the management of the 
central selling agency, in accord vdth his mandate from the Dominion 
Government he entered upon a course of action aimed at raising the 
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price of wheat. This consisted "in holding unusually large quantities 
of grain out of the cash market for long periods of time and in adding 
to the Central Selling Agency’s cash wheat by the buying of futures.”® 
The buying of futures to stabUize or support prices began in July 
of 1931. It is clear that this policy was designed to serve a double 
purpose. In so far as it should prove successful in raising the price of 
wheat it would benefit all the producers of wheat, who at the time 
were being forced to sell their product at calamity prices; equally 
important, if the price of wheat could be forced up suflBciently, there 
was a chance that the ultimate disposal of the Pool carryover might 
be accomplished without loss to the Dominion treasiuy arising out 
of the guarantee the Government had given to the banks. The attempt 
to achieve this dual purpose is the explanation of the course Mr. 
McFarland consistently pursued up to the date of his retirement from 
the Canadian Wheat Board in 1935. 

At the outset of his tenure of oflBce, with the great depression 
increasing in severity, conditions were not favourable to the success of 
Mr. McFarland’s design. The market was in the grip of world forces. 
The downward trend of wheat prices continued for over a year after 
he took control. The all-time low figure of 38 cents per bushel for 
No. 1 Northern wheat spot on the Winnipeg Grain Exchange was 
reached on December 16, 1932. From this low point the price of wheat 
slowly and hesitantly rose during the next nine months but the 
outlook did not become definitely encouraging. With the crop of 
1933 coming into the market Mr. McFarland requested the Exchange 
.on August 14, 1933 to prohibit trading in the October future at a 
price below 70)» cents per bushel. This was an artificial level against 
the trend of the market. To peg the price at this point Mr. McFarland 
found it necessary to enter the market and buy heavily in futures. 
When the peg was removed on September 15, the October future 
fell in the course of a month to 54% cents per bushel despite net 
stabilizing purchases of 31,756,000 bushels. The following year, in 
November of 1934, the December future was pegged at 75 cents and 
the May future at 80 cents per bushel, which entailed further purchases 
of stabilizing futures. Subsequently, the July future was pegged at 
80 cents, and this peg was maintained until the July future expired 
without the aid of stabilizing purchases. 

In spite of all his eflforts, however, Mr. McFarland, after nearly 
five years of struggle, had not managed to dispose of the Pools’ carry- 

'flcport of the Royal Grain Inquiry Commission, 1938, pp. 30, 95. 
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over at prices he deemed satisfactory. He finally held 205,187,000 
bushels on central selling agency account, of which 53,728,000 bushels 
was cash wheat with the balance held as futures. The problem still 
remained, and the necessity of replacing the makeshift arrangements 
of 1930 by more formal organization was apparent. The Canadian 
Wheat Board Act of 1935 was passed. Under the Act the newly 
created Wheat Board was instructed to acquire from the Canadian 
Co-operative Wheat Producers Limited (the central selling agency 
of the Pools), upon terms to be approved by the Govemor-in-Council, 
all wheat or contracts to purchase or take dehvery of wheat in respect 
of which the Government of Canada had given a guarantee. The 
establishment of the Canadian Wheat Board and its acquisition of 
these holdings by outright purchase would terminate the rather 
ambiguous relationship of the Government, through Mr. McFarland, 
with the Wheat Pools. It was obvious that for both parties the terms 
of the settlement were a matter of high importance. The circumstances 
surrounding the negotiation of this transaction present one of several 
illustrations of the close coimection that wheat and politics have always 
had in Western Canada. 

At this time the life of Parliament was drawing to a close; after 
five years in oflRce the Conservative administration under Mr. R. B. 
Beimett was faced with the necessity of seeking a fresh mandate from 
the electors. Parliament was dissolved on August 15, 1935 and a 
general election called for October 14. The responsibility of coping 
with the difficult problems caused by the great depression of the early 
1930’s had rested heavily upon Mr. Bennett’s administration. While 
economic conditions in Canada by 1935 were definitely improving it 
was generally recognized that there was still much discontent in the 
country arising out of the harsh experiences that the people had 
suffered during this unprecedented period of hard times. The natural 
instinct of many people was to hold the Government responsible, and 
it appeared probable that the Prime Minister and his party would 
have great difficulty in securing a majority in the new Parliament. 

The western grain growers had suffered so severely from low 
prices, as well as from drought, that they were in no mood to give 
the Government credit for what it had done in attempting to meet 
the situation. However, if Mr. Bennett could win the active aid and 
backing of the Pools with their network of local organizations, there 
was the possibihty that this support might be the decisive factor in 
many constituencies on the prairies. A settlement satisfactory to the 
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Pools of their claims against the Government for the wheat which the 
Government had taken over would be of great importance to them 
and a probable factor in securing this support. This was the general 
background to the negotiation of the settlement that was reached. 

The Canadian Wheat Board was constituted on August 14, 1935, 
with Mr. McFarland as Chairman. The exact date on which conver¬ 
sations with the Pools over a settlement began has not transpired, 
but the fact that negotiations were in progress was not a matter of 
general knowledge until a few days before the election. On October 8 
Mr. L. C. Brouillette, President of the Canadian Co-operative Wheat 
Producers Limited, exchanged letters \vith Mr. McFarland, setting 
forth the terms of an agreement. Mr. Brouillette offered to settle the 
claims on behalf of the Pools for $8,262,415. This included sums 
sufiBcient to give Pool farmers who had delivered their wheat to the 
Pools in 1930-31 with an initial payment of less than 60 cents per 
bushel, basis No. 1 Northern delivered in Fort William, an adjustment 
equal to that figure, and to make an adjustment for members of the 
coarse-grain pools who had received less than the original initial 
prices established. It also provided for a sum of $862,487 to reimburse 
the Pools for their operating expenses in 1930. The Canadian Wheat 
Board, through Mr. McFarland, accepted these terms. On October 10, 
four days before the election, an Order-in-Council, signed by four 
ministers of the Crown, ratified this agreement. Subsequently it was 
approved by Mr. Bennett, who added the notation that the figures 
must be confirmed by the auditors.® 

Rumours of this agreement began to circulate in Western Canada 
in connection with the electoral campaign some days before it was 
actually ratified. On October 8 the Winnipeg Free Press first published 
in its weekly edition and thereafter in its daily issue a statement to 
the effect that for the preceding ten days information had been reach¬ 
ing it that as part of the Conservative election campaign a pre-election 
distribution on account of Pool claims was to be made. This payment, 
it was stated, had been planned for the week before, but some hitch 
in the arrangements had occurred. Added to this information was the 
assertion that cheques had already been written in the Pool oflSces in 
Winnipeg and Regina, in anticipation of instructions for their release 
from Ottawa.' It may be noted that Mr. Bennett’s stipulation that the 
figures must be audited would entail a delay in making the payments. 

«P.C. 3199, 1935. Winnipeg Free Press, Dec. 6, 1935. 

■'Winnipeg Free Press, Oct. 11, 12, 18,1935. 
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Government sources kept silent and on October 9 a prominent Pool 
official told the Free Press that there was no truth whatever in the 
report that a payment would be made. 

On October 10, however, Mr. Brouillette announced that negotia¬ 
tions between the Pools and the Canadian Wheat Board had been 
completed, and that it was now possible to provide for the adjust¬ 
ment to Pool members who had received for their wheat an initial 
payment of less than 60 cents per bushel, basis No. 1 Northern 
delivered Fort William, and to members of the coarse-grain pools 
who had received less than the prices initially established. This 
statement was confirmed by the Manager of the Alberta Wheat Pool 
who said in a radio address that Mr. Bennett had “seen fit to settle 
the issue,” and that “the Alberta Wheat Pool would be lacking in 
spirit and common gratitude if it failed to express on behalf of the 
27,000 Alberta wheat growers its appreciation of the action of Premier 
Bennett and the Canadian Wheat Board in definitely settling this 
vexed question in a manner reasonably satisfactory to all.”® In this 
instance it was announced that “cheques covering this distribution 
will go forward from the head office of the Alberta Wheat Pool to 
interested Alberta members just as soon as it is humanly possible for 
the clerical staff to do the necessary work.” It was intimated that this 
would likely involve a period of 30 days. 

The reaction of the Liberal party to these developments was 
immediate. Mr. Mackenzie King, leading the campaign against Mr. 
Bennett, said that the proposed payment was an attempt to bribe the 
farmers with their own money, “if they were entitled to it at all,” 
to vote for Government candidates. The timing of the announcement 
by Mr. Brouillette was also criticized by Premier J. G. Gardiner of 
Saskatchewan, who said Mr. Brouillette “could very well have avoided 
any political reference being made by leaving the public announce¬ 
ment until next week” (i.e., until after the election). 

The general effect of this disclosure upon the public just before 
the electors were going to the polls was to lead them to suspect the 
propriety of any payment being made to the Pools. This attitude 
was strengthened by the fact that it was known that the current level 
of wheat prices was not sufficiently high, if the account were closed 
out, to cover the costs incurred on the wheat and futures held by 
Mr. McFarland in the central selling agency during his period of 
operations.* 

>Ibid., Oct. 14, 1935. 


Oct. 10, 1935; April 2, 1936. 
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The defeat of Mr. Bennett’s administration on October 14, 1935 
led to considerable speculation, in view of the circumstances under 
which the agreement had been negotiated, about whether the in¬ 
coming Government would recognize its validity. This arose in part 
from the prevailing belief that the Wheat Board would ultimatdy be 
forced to dispose of the big surplus at a heavy loss to the country, 
and in part from doubts about whether the Order-in-Coimcil had 
been properly passed. Although four ministers of the Crown had 
signed the order, the number required to validate such a document, 
it was alleged that no Cabinet meeting had been held in Ottawa 
between October 3 and the date of the election, only one cabinet 
minister being in the city.’” Mr. Bennett’s notation on the order 
requiring an auditor’s certificate was also said to be irregular. It 
was understood that a careful survey of the position would be made 
by Mr. King’s administration, and that after this survey the Cabinet 
would make a decision. 

It is to be noted that the Liberal party was pledged to a more 
vigorous attempt to sell wheat; one of the reasons given for the 
compulsory retirement of Mr. McFarland from the chairmanship of 
the Canadian Wheat Board was that his methods had induced sales 
resistance abroad and that he would have diflBculty in making such 
a policy effective. Just how a policy of aggressive salesmanship would 
be implemented remained a problem. To the suggestion that the 
Board would be forced to “dump” grain on the market to achieve its 
ends the Minister of Trade and Commerce responded that there 
would be no “fire sale” of Canadian wheat. World changes in demand 
for wheat, however, came to the aid of the Government and relieved 
its anxiety on this score. 

For some time there had been indications that a change was 
taking place in the world wheat situation. Crop disasters were 
reported in Australia and in Argentina. In the United States the 
wheat crop was estimated to be over 250,000,000 bushels below the 
average yield of the 1928-32 period. Shortly after the new Wheat 
Board was appointed the action of the Argentine Government on 
December 13 in authorizing a national grain board to purchase wheat 
from farmers at a price equivalent to about 90 cents a bushel in 
Canadian funds, or a price nearly double that authorized by them in 
the previous year, caused wild excitement in the wheat markets of 
the world. Frenzied buying occvured. It was estimated that on the 

'Olbid., Oct. 16, 17, 1935; Feb. 5, March 26, 27, April 2, 1936. 
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Winnipeg Grain Exchange on December 14 about 10,000,000 bushels 
were sold on export account during the trading session. In ten seconds 
at the opening of the market wheat prices reached the 3-cent limit 
of advance permitted under the regulations of the Exchange. Although 
no important additional advances were registered imtil nearly a year 
later," the export market continued active. Dming the month of 
December alone the Canadian Wheat Board sold 28,151,146 bushels 
of the 1935 crop and 22,099,862 bushels of the old wheat it had taken 
over on December 2 from the central selling agency." Large sales 
continued to be made in the early part of 1936. 

The effect of this dramatic change in the situation was to relieve 
somewhat the tension at Ottawa and to hold out hopes that the surplus 
would be liquidated without the colossal losses previously expected. 
The possibility began to be considered that advancing prices might 
enable the Board to dispose of the surplus at price levels that would 
recoup the Government for the expenses it had incurred in meeting 
its guarantee, as well as allow for a payment to the central selling 
agency for the holdings which it had surrendered; in brief, that 
“Canada’s speculation in wheat” might turn out to be successful. As 
is well known, this finally proved to be true. 

Another event which apparently played a part in the ultimate dis¬ 
posal of the issue was the federal by-election in the constituency of 
Assiniboia in southern Saskatchewan on January 6, 1936. In forming 
his Cabinet Mr. King selected Hon. J. G. Gardiner, Premier of 
Saskatchewan, for the position of Minister of Agriculture, and a seat 
in the House of Commons was opened for him by the resignation of 
the sitting member for Assiniboia. Under ordinary circumstances a 
newly appointed minister after a federal election would not be 
opposed, but in this instance the C.C.F. placed a candidate in the field 
against him. The latter made the Government’s wheat policy the sole 
issue before the electorate. In the stress of the hot campaign which 
followed Mr. Gardiner announced that the question of adjusting pay¬ 
ments to the farmers for the 1930-31 crop would be settled as quickly 
as possible. He said auditors had been put to work and that as soon 
as diey verified the claim the money would be paid. In the event that 
the auditors did not approve the payment, “we will sit down with the 
Wheat Pool to get a proper agreement under which a proper amount 

^'Report of the Grain Trade of Canada for the Crop Year Ending July 31, 
1936 (Ottawa, 1937), p. 173. 

•^Canadian Wheat Board, Report, 1935-36, pp. 4, 10. 
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can be paid.”** This was the first direct intimation that the new 
Government contemplated making a payment to the Pools. Up until 
this time there had been persistent mmoiu-s emanating from Ottawa 
that no payment would be made. Mr. Gardiner’s statement was 
commonly taken to pledge the Government to a settlement based on 
the auditors’ report, irrespective of any loss that the Dominion 
Government might incur in disposing of the surplus stocks. 

With the auditors’ report before it the Government, in the ensuing 
session of Parliament, took authority by legislation to make a payment 
to the Canadian Wheat Board of a sum not to exceed $6,600,000 for 
the primary producers in Manitoba, Saskatchewan, and Alberta who 
had delivered wheat, other than Durum wheat, through the respective 
Pool organizations in each province, with an initial payment of less 
than 60 cents per bushel basis No. 1 Northern delivered at Fort 
William.’* For Durum wheat the basis was 66.27 cents per bushel 
for No. 1 Amber Durum delivered at Fort William. The Government 
chose to provide for the settlement by legislation, since it appeared 
that there were certain doubts with respect to the validity of the 
Order-in-Council and, in any event, the payment was a “most 
extraordinary” one which should be approved by Parliament.’* 

'The settlement authorized differed from that set out in the Order- 
in-Council, which had provided for a sum sufficient to make an 
additional payment amounting to $890,658 to producers of coarse 
grains who had delivered to the Pools but who had received less than 
the initial payment originally established, and also for a payment of 
$862,487 to cover the 1930 operating cost of the Pools. The settle¬ 
ment decided upon was in accordance with the auditors’ certificate 
in these respects. The Order-in-Council which authorized the Canadian 
Wheat Board to purchase outright the wheat holdings of the central 
selling agency was based on section 7 of the Canadian Wheat Board 
Act of 1935, and no authority was contained in this section to deal 
with coarse grains or to pay the Pools for their operating costs in 
1930. The Government had guaranteed the banks against loss in financ¬ 
ing the coarse grain pools but had made no stipulations with respect 
to profits. In the view of the existing Government the coarse grains 
were not used as part of Mr. McFarland’s general stabilization policy. 
The settlement, however, made provision that any net credit surplus 

^’'Winnipeg Free Press, Dec. 31, 1935. 

^Statutes of Canada, 1936, c. 12. 

'“Winnipeg Free Press, Feb. 19, 20, March 26, 1936. 
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arising out of the operations in coarse grains should be returned to 
the Pools for the benefit of the primary producers concerned. The 
barley pool showed a profit of $15,720; the flax pool, $210,926, and 
the rye pool, $124,276. In the case of the oat pool there was a loss of 
$200,000 which the Government absorbed. To the demands of pro¬ 
ducers who were not members of the Pools that they should also 
receive an adjustment, the Government turned a deaf ear. 

From the time that it became known that a payment to the Pools 
was contemplated until the issue was decided in Parliament, the 
propriety of making such a payment was a subject of acute public 
controversy. The political angles to the question and the intense 
competition that existed between the Pools and private grain com¬ 
panies aggravated the discussion. The basic reason maintained by 
the Pools for demanding a payment was that the use of their surplus 
was essential to Mr. McFarland’s stabihzation policy. The validity of 
this contention may be conceded to this extent: the use of the surplus 
reduced the amount of credit that the Government had to place at Mr. 
McFarland’s disposal when he began stabilization operations. With 
additional government credit Mr. McFarland could have piurchased the 
holdings of the Pools outright at current prices at any time during 
his tenure of ofiBce. But it must not be forgotten that Mr. McFarland 
entered upon his task with two purposes in view. One was to rescue 
the Pools from their predicament, and the other to protect the federal 
Government from losses under the guarantee it had given to the banks. 
When a formal accounting did Anally occiu- in December of 1935 the 
Dominion Government accepted an apparent loss, estimated on then 
current wheat values, of $15,856,645.31 arising out of the Government’s 
guarantee to the banks.‘® 

The “providential disasters” of short crops in 1936 and 1937, how¬ 
ever, leading to an increase in the price of wheat from around 85 cents 
a bushel in December of 1935 to as high as $1.50 in July of 1937 
enabled the Government to come out on a basis of profit. TTie Wheat 
Board in its report for 1937-38 reported a surplus in its operations 
on “old wheat” account of $25,485,526.66, which worked out, after 
paying advances from the Dominion Government, to a net profit of 
$9,268,881.31. The Board reported that it had retained 6,954,000 
bushels, represented by futures, to meet the needs, particularly of 
Saskatchewan, for se^ grain. These futures were sold to the 
Saskatchewan Government on the basis of the average future prices 

>'Report of the Royal Grain Inquiry Commission, 1938, p. 37. 
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ruling between August 1, 1937 and February 28, 1938. Since the price 
range during this period was somewhat lower than in the preceding 
months, the final statement on the transactions completing the market¬ 
ing of Mr. McFarland’s surplus showed a net profit of $8,953,343.07.^^ 
Deducting from this sum the amount paid to the Pools under the 
settlement agreement, the final outcome for the Dominion Government 
was a profit of approximately $2,500,000. Mr. McFarland’s holding 
policy had, in fact, proved successful. 

Had the Government in dealing with the claims of the Pools for 
wheat made the settlement on the same basis as that for the coarse 
grains pools and waited until the surplus was finally realized before 
making an accounting to them, this balance would have properly 
accrued to them. But at the time the setdement was made to them 
neither the Government nor the Pools could foresee that wheat in a 
very short period would almost double in price. 

It was claimed that the reason the Government made a setdement 
with the Pools was the belief that the Order-in-Council of October 10 
had created a responsibility that it could not evade. Prime Minister 
King said that in view of the policies followed under the previous 
Government in handling the 1930 Wheat Pool smplus, producers of 
wheat who had accepted an initial payment of less than 60 cents per 
bushel, basis No. 1 Northern at Fort William, were justified in expect¬ 
ing these payments to be augmented to bring the total price received 
up to that level. Hon. Mr. Gardiner, instead of taking this ground, in 
a press statement said that “the conclusion that payment should be 
made is based upon the fact that this wheat was used for stabilization 
purposes.” 

A farm group with some reason to feel aggrieved at the Govern¬ 
ment’s policy were the non-Pool wheat producers. In 1930 these 
growers had been forced to sell their wheat on a basis of less than 60 
cents per bushel for No. 1 Northern delivered at Fort Wilham. They 
felt that if the Dominion Government was making a payment to the 
Pools to enable the latter to adjust prices to diis level for their 
members, they were entitled equ^y to receive relief. Government 
intervention was making it possible for Pool members to receive a 
stabilization payment while the losses of non-members for that year 
were not recognized as entitling them to relief. They felt their case 
was made stronger by the fact that the general principle of stabiliza¬ 
tion was, in effect, being continued by the fixing of initial delivery 

•^Canadian Wheat Board, Report, 1936-37; 1937-38. 
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prices for wheat as part of the operations of the Canadian Wheat Board. 

Within a very short time after the Pools had received settlement 
from the Dominion Government they again found themselves the 
focus of public discussion; this time before the Royal Grain Inquiry 
Commission appointed in June of 1936. Under the terms of the order, 
Mr. Justice Turgeon, among other subjects, was specifically charged 
with investigating “co-operative or pool marketing” and its effects upon 
markets. 

In the prolonged inquiry that followed Pool affairs received a 
great deal of attention. The Pools, while strongly defending before 
the Commissioner the policies they had followed, took occasion to 
give a detailed review of their operations from the inception of the 
three provincial organizations and the central selling agency. They 
submitted to the Commissioner a statement setting out their views on 
the course grain marketing in Canada should follow. The Pool organi¬ 
zations recommended as the first step in the development of an ade¬ 
quate marketing programme that: 

(1) A national marketing board should be given complete control of 
the entire wheat crop of Western Canada, charged with the duty of market¬ 
ing it at the best possible price. 

(2) Such board should set a reasonable initial payment at the time 
of delivery and make further arrangements from time to time as the grain 
is disposed of. 

(3) Such board should establish a sales office overseas and appoint 
agents in the principal importing countries for the purpose of pushing the 
sale of Canadian wheat and increasing consumer demand. 

(4) The board should have the power to subsidize the farmer in 
periods of depression. 

(5) The board should provide a uniform price for grain of like quality. 

(6) In the creation of the board provision should be made so that 
growers should have a voice in its operation. 

The Pools added to their submission that they believed that the 
way should be kept open for the possibility of co-operation between 
exporting and importing countries in dealing with the world wheat 
problem.** 

It will be recalled that the Commissioner’s report took an almost 
completely different view of what Canadian public policy should be. 
Mr. Justice Turgeon rejected the idea of a national wheat board in 

*®See above, p. 40. 

*®See the Directors’ report, Canadian Co-operative Wheat Producers Limited, 
1937, issued in conjunction with provincial Pool reports. 
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favour of open marketing, though recommending the organization of 
comparatively limited pools similar to those in Australia which hedged 
their purchases and operated overseas “with the trade and not against 
it.” Commenting on the report the directors of the Central Selling 
Agency said, “The report was disappointing to our members, and we 
believe that the country at large was not greatly impressed by the 
conclusions arrived at and most of the recommendations submitted.”*® 

While the Pools lost their round before the Royal Commission, 
there was a diEerent story when the Government went to Parliament 
and endeavoured to dispense with the Wheat Board. The Wheat 
Board was retained, and under the conditions created by the war has 
become firmly established as a national marketing board with functions 
beyond the sale of wheat. With the closing of die futures markrt for 
wheat of the Winnipeg Grain Exchange in 1943, practically all the 
policies urged by the Pools before the Turgeon Commission became 
part of the system of marketing Canadian wheat. 

The next issue to confront the Pools was that of the taxation of 
their income. With the outbreak of war the Dominion Minister of 
Finance began searching out every source of revenue to meet the 
obhgations created by Canada’s war effort. With the Pools reporting 
large annual surpluses, it was inevitable that their legal liability under 
the Income War Tax Act should be carefully examined by the law 
ofiBcers of the treasury. Beyond the main incentive of securing more 
revenue there was the additional fact that bitter complaints of discrimi¬ 
nation were being made to the Government by the private grain 
companies who were in competition with the Pools. These companies 
found that the major portion of their profits was being drained away 
under the extremely high rates of the Income War Tax Act and the 
Excess Profits Tax of 1940 while the Pools escaped. The sharpness 
of their complaints was not mitigated by the policy of the Pools, 
which were, on the whole, aggressively carrying on competition with 
the private trade. 

In the original Income War Tax Act of 1917 the income of mutual 
corporations not having share capital was exempt. It was not clear 
from the Act that either a producers’ or a consumers’ co-operative 
could be considered a mutual company. In practice, however, the 
income tax officials tended to ignore most co-operatives, the majority 
of which were comparatively small organizations. Where taxation of 
co-operatives was attempted the department ruled that patronage 

mbid., 1938. 



WHEAT POLITICS AND THE 


dividends were to be considered as discount deductible before arriving 
at taxable income, a position subsequently to be reversed on a ruling 
from the Department of Justice. The income tax department also held 
that dividends paid to shareholders as interest on capital were profits 
and liable to assessment, a position successfully maintained before the 
courts in 1929 in a case affecting the Fraser Valley Milk Producers’ 
Association.” This decision was followed by representations to the 
Government by various co-operatives, including the Pools, with the 
result that in 1930 the Income War Tax Act was amended by the 
insertion of paragraph (p) in section 4. The intention, as stated in 
Parliament, was to exempt all co-operatives of the marketing and con¬ 
sumer type. The terms of the paragraph later proved to be ambiguous; 
they applied clearly only to co-operatives operating on a contract basis. 
Quite obviously the amendment confirmed the de facto exemption 
already enjoyed by the Pools as they were then operating; but shortly 
afterwards they ceased to carry on as contract pools and it was later 
to become a matter of contention whether or not the paragraph applied 
to them under the changed circumstances. 

In 1940 came a sharp increase in the rates of income tax and the 
imposition of a heavy tax on excess profits, and at this time the section 
relating to co-operatives in the Income War Tax Act was strictly 
interpreted, with the result that various forms of gain accruing to them 
were held to be exigible. The main point at issue with respect to the 
Pools was whether, after the abandonment of pooling in 1931, they 
actually were operating on the basis which was covered by the Act. 
It was argued 4at the legal obligation to turn over to the members 
profits from sales, less expenses and reserve, was no longer binding 
upon the Pools since the organizations had become ordinary purchasers 
of grain able to sell on their own behalf. With its overpowering need 
for revenue manifest the attitude of the Department of National 
Revenue was that all taxable concerns should be taxed. In line with 
this view the Pools were assessed for tax on surpluses earned after the 
change in methods that occurred in 1931. On their part, the Pools 
indignantly denied liability and gave notice of an appeal. The Minister 
of National Revenue said in the House of Commons that he imagined 
the question whether the Pools were or were not co-operatives would 
come before the courts for final decision.** 

The situation did not clarify quickly, although the private elevator 

”[1929] S.C.R. 435. 

‘^Canada Year Book, 1946, p. 618; Winnipeg Free Press, July 22, 1942. 
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companies and other interests adverse to co-operatives were active 
in urging the Government to take action. The Pools resumed the pay¬ 
ment of patronage dividends with the crop year of 1940-41 but made 
no provision in their distribution of earnings for the payment of income 
or corporation taxes. Meantime, eight private elevator companies 
announced the payment of patronage dividends. These companies 
argued that if the Pool elevators were permitted to distribute funds 
as patronage dividends without paying income tax, they should possess 
the same right since considerable goodwill would accrue to firms that 
could share their profits with their customers. The issue thus raised 
had serious implications for the Dominion treasury, for income tax 
revenue would decrease if ordinary business firms were permitted to 
distribute patronage dividends and deduct the amount from their 
income and excess profits taxes. A ruling on the point was sought by 
the private companies from the income tax department. The Minister 
of National Revenue announced that the payments being made by both 
the Pools and the line elevators in the form of patronage dividends 
or equivalent bonuses had not been allowed as deductions under the 
Income War Tax and Excess Profits Acts. The legal position still 
remained to be defined. The question was recognized to be most im¬ 
portant, since it was obvious that if the deductions were generally 
allowable the practice would spread widely throughout the business 
world. 

The controversy widened out into the political arena. A spokesman 
for the C.C.F. stated in Parliament that it supported the position that 
the Pools should not be taxed and said that a vote would be demanded 
on the issue. The Government replied that it was felt desirable that 
the question of fact and the law pertaining to the liability of the 
Wheat Pools to taxation should be brought before the courts for investi¬ 
gation and final determination. The Department of Justice had advised 
that the most practical method of getting these matters before the 
courts was to assess the Pools so that they might appeal from the 
assessment in the usual way. The Government’s decision to assess the 
Pools had been taken after an examination of their legal position by 
the Department of Justice and a ruling by it that they were liable 
under the law as it stood.^® 

While the legal preliminaries to litigation were in progress public 
controversy continued between the interested parties. The Co-operative 
Union of Canada had made representations against the taxation of 

■^^Ibid., Oct. 22, 23, 31, 1942; Feb. 26, March 23, 1943. 
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co-operatives over an extended period to the Minister of Finance, but 
nothing came of these discussions. Early in the crop-moving season 
on October 2, 1944, the three Wheat Pools announced a reduction in 
their handling charges on grain of 2 cents per bushel in the case of 
street grain and 1 cent per bushel on consigned grain, retroactive to 
August 1. This reduction followed reports that the Pools had decided 
they would avoid income taxation by cutting handling charges to a 
level that would eliminate surpluses. The reduction seemed likely to 
place the Government in an embarrassing situation. The privately 
owned companies were in the position of having to meet the cut in 
charges or to surrender a large part of their custom to the Pools; on 
the other hand, they claimed that such a reduction would entail heavy 
losses.** Obviously a general reduction of this magnitude would 
markedly curtail the earnings of all the country elevator companies and 
thus mean a serious decline in revenue to the Dominion treasury at a 
time when the exigencies of the war meant that every source of 
revenue must be levied upon to the greatest degree possible. 

The Government stood firm on the taxation issue and arrange¬ 
ments were completed to hear the appeal of the Alberta Wheat Pool 
against their assessment before the Exchequer Gourt in November of 
1944. The Alberta case would be followed in due course by the hearing 
of the appeals of the Saskatchewan and Manitoba Pools. In view of the 
paramount importance of the issue both the Dominion Government 
and the Pools engaged eminent counsel to represent them. A long 
period of litigation was expected before the question was finally 
settled. 

Before the appeal reached the court John Bracken, leader of the 
Progressive Conservatives, put his party on record as opposing the 
taxation of the western co-operatives. Mr. Bracken declared that 
“savings effected by a co-operative on behalf of its members are not 
income and therefore not taxable.”*' The issue was thus fast ceasing 
to be a legal determination of whether or not the Pools were in fact 
exempt under the wording of the law as it stood and was becoming 
one of public policy. 

This was the situation when the Minister of Finance announced 
that a Royal Commission would be appointed to consider the tax 
treatment of the co-operatives, and that in the meantime the test 
case to be taken to the courts by the western Wheat Pools would be 

**rWd., Oct. 3, 1944. 

'^Hbid., Oct. 24, 1944. 
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held in abeyance. In making the announcement, the Minister of 
Finance said it was found that there was a “reasonable doubt about 
the manner in which the courts would interpret the existing provisions 
of the Income War Tax Act in so far as they affect the co-operatives.”^* 
Pending the report of the commission and legislative clarification, the 
treatment of co-operatives generally was to remain as it was in the 
past. 

The Royal Commission on Co-operatives was appointed November 
16, 1944, and consisted of four members, representative in a broad 
way of the varied interests affected, with a judge of the Court of 
King’s Bench as chairman. Lengthy hearings were held in all parts of 
Canada and a great mass of evidence was accumulated. Three members 
of the Commission visited the United Kingdom to pursue inquiries 
there. The report, dated September 25, 1945, was signed by all five 
members with certain reservations by three members which did not 
seriously disturb the main conclusions reached. 

On the principal issue the Commission reported: “It is our un¬ 
hesitating opinion that the association [i.e., co-operative associations] 
and its members, as a result of the trading venture which they under¬ 
take, do make a profit. The difficulty arises in determining to which 
of the two, the members or the association as such, this profit inures. 
In the hands of one or the other, it is assessable to tax. Thus, while 
originally ‘mutuality’ may have had great potency in support of an 
argument that in fact no profits were made from the venture, it has 
lost much of its former vigour in those aspects of co-operative business 
which now confronts us.”^' With respect to patronage dividends the 
Commission said: “Functionally, then, the so-called patronage divi¬ 
dends may partake of the nature of a return of profits to the members, 
or a return of excess charges, or a return of investments, or an expense 
of the association. These practices, be it noted, are not to be regarded 
as devices adopted by the co-operatives to avoid payment of taxes. 
Rather they are characteristic of the ordinary co-operative way of 
doing business.” The Commission found it impossible to lay down 
definitely as a general rule how much of their surplus the associations 
were actually obligated to return to their members, or on what date, 
or on what terms. This, the Commission said, constituted the difficulty 
of “deciding what amounts may reasonably be considered, for income 
tax purposes, to be income received directly by the member and tax- 

mbid. 

’‘’’Report of the Royal Commission on Co-operatives, p. 33. 
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able only in his hands, and what amounts can reasonably be considered 
to be the distinct income of the association and taxable in its hands, 
even if later distributed to the member.” 

The Commission found no basis for the view that the freedom of co¬ 
operative associations from income taxes had, in the past, induced the 
associations to engage in unreasonable direct price competition. It 
considered debatable the contention that the ability of the associations 
to pay patronage dividends gave the associations a competitive price 
advantage, and concluded that the chief competitive advantage which 
the co-operative associations enjoyed as entities by reason of their 
tax-exempt position lay in their capacity to set aside larger reserves 
than they could if they were taxed on the same basis as were their 
competitors. 

Examining the contention that co-operative associations were un¬ 
usually difiScult to initiate, the Commission observed that associations 
built up on the basis of share capital with large unallocated reserves 
appeared to be quite stable organizations. It admitted that the position 
of the “agency-type” association, financed largely by means of allo¬ 
cated reserves, was less clear, but pointed out that in practice members 
in the past were not able to obtain repayment of allocated reserves 
except with the approval of the association. Both types, having reached 
maturity, were capable, in the opinion of the Commission, of bearing 
the burden of taxes. There followed the conclusion that there was 
“no justification for the complete exemption of either of these types 
of co-operative associations on the grounds that, as companies, they 
have no ability to pay taxes.”** 

As an outcome of these conclusions the Commission recommended 
that the Income War Tax Act and the Excess Profits Tax Act should 
be amended to provide for the taxation of co-operative associations 
on the same basis as other bodies or persons. It qualified this recom¬ 
mendation by the proviso that patronage dividends or bonuses should 
be deductible before income tax was paid provided that such amounts 
were distributed to the members within six months after the annual 
meeting of the relevant fiscal period. To maintain parity of treatment 
it recommended that the same privilege should be granted to joint- 
stock companies and other business concerns. In order to avail Aem- 
selves of this privilege, however, co-operative associations and other 
concerns must hold forth the prospect to their customers that pay¬ 
ments of this nature would be made to them in proportion to their 

mbUl., pp. 34 ff. 
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patronage. One concession was made to the co-operative associations 
as such. In response to the plea that co-operative associations en¬ 
countered serious diflSculties in becoming soundly established, the 
Commission recommended exemption from income tax for co-operative 
associations meeting certain requirements for the first three taxation 
years after commencement of business. 

The findings and conclusions of the Commission were disappoint¬ 
ing for diflFerent reasons both to the Pools and to the private grain 
companies. The former had failed to establish their main contention 
that they were non-profit organizations and therefore not liable to 
income tax; the latter did not Uke the Commission’s recommendation 
that patronage dividends should be deductible before income tax was 
paid, even though it was proposed to extend the privilege to all 
business concerns. The payment of patronage dividends as a com¬ 
petitive factor in securing business was recognized to be of consider¬ 
able significance in the grain trade, but in the case of the Pools the 
distribution of these dividends would be largely to the shareholders 
of the organization, whereas with the private companies their pay¬ 
ment would represent a deduction from the shareholders’ profits. 

In the 1946 session of Parliament the Government introduced 
legislation amending the Income War Tax Act to give effect to the 
recommendations of the Commission. During the course of the debate 
certain modifications to the original proposals were accepted. But the 
two basic principles were adopted: (1) that there should be no 
tax exemption for co-operatives except for a limited period for those 
newly formed; and (2) that patronage dividends should be exempt. 
With respect to the latter the proviso was made that if the payment 
of these dividends should reduce earnings to less than 3 per cent 
of the capital employed, income tax should be payable on die basis 
of 3 per cent earnings on capital. This provision was made equally 
applicable to private concerns, but the chief significance was that it 
established a minimum on which income tax would be payable on the 
earnings of the Pools. The latter could not disburse all their earnings 
as patronage dividends and thus avoid income tax. Concessions made 
to the co-operatives included permission to distinguish between pay¬ 
ments made to members and non-members and they were given 
twelve months instead of six in which to declare and pay tax-free 
dividends. 

The legislation enacted did not settle the question of whether 
the Pools were liable to pay income tax in the years 1944 and 1945. 
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When the Government announced its policy the Minister of Finance 
stated that the principle of “good faith” suggested by the Commission 
concerning retroactive payments would be given consideration. The 
income tax administration would not “be required to collect tax from 
any co-operative in respect to any year during which it had reason 
to believe it was exempt and in respect of which it was led to 
believe by the income tax branch that it was exempt.” However, 
referring particularly to the Pools, the Minister said that exemption 
would not be allowed for the years 1944 and 1945 because well 
before 1944 the Pools were aware of the legal opinion of the Depart¬ 
ment of Justice that they were taxable. The Government believed 
this to be a reasonable compromise but if this were not acceptable 
to the organizations concerned “the courts must determine the issue.”'^* 
The amount involved was large, variously estimated for the Pools 
at arotmd $14,000,000, of which about $8,000,000 would be payable to 
the Government on patronage dividends and $6,000,000 on retained 
surpluses. After protracted negotiations the Government agreed to 
exempt the amount paid out as patronage dividends but insisted that 
the tax on retained surpluses must be paid. The Pools vigorously 
protested against payment of the latter amount but a compromise 
was finally agreed upon and a settlement reached on the basis of a 
payment of around $4,000,000. In agreeing to make this payment the 
Pools, it was stated, “decided it was preferable to accept the Govern¬ 
ment compromise offer rather than risk miUions of dollars in a legal 
action.”®® On the basis of parity of treatment the concession to exempt 
earnings paid out as patronage dividends in 1944 and 1945 was also 
extended to private firms which had set aside funds for this purpose. 
Thus ended an involved and acrimonious dispute with the broad 
result that the Pools became subject to income tax on the earnings 
of their capital up to 3 per cent but above that amount could deduct 
payments made by way of patronage dividends to their members, 
this privilege being also extended to private organizations. 

^oWinnipeg Free Press, June 28, 1946. 

^oAlberta Wheat Pool Budget, Jan. 3, 1947. 
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The Canadian Wheat Board 
and the war 

When the Canadian Wheat Board Act was passed in 1935, the powers 
to be given to the Board were the subject of heated controversy both 
inside Parliament and out,* and before the measure became law the 
Government found it expedient to make concessions in view of the 
determined opposition of the private grain interests. As a result, 
the bill that was finally passed was a compromise measure which 
incorporated within it certain provisions designed to leave a field 
open to the private trade. Legislation of this sort, involving compro¬ 
mise between interests and breaking new ground as well, often re» 
quires very soon after enactment a series of amendments that 
experience demonstrates to be necessary to give the new organization 
reasonable fiexibility in operation. But in this instance the necessity 
did not immediately develop; the changes made in the Act during 
the first ten years of its existence were remarkably few. In fact, it 
stood for the first four years without receiving any amendments what¬ 
ever. In 1939, 1940, and 1942 some amendments were made, but, 
with one exception, in no case was a vital change made in the rules 
under which the Board was to conduct business. The closing of the 
wheat futures market of the Winnipeg Grain Exchange by an Order- 
in-Council in September of 1943 did involve important changes in 
the Board’s method of operations, but these changes were a conse¬ 
quence of the major decision that was made at that time under the 
stress of war conditions to eliminate futures trading in wheat. The 
action was not taken primarily to initiate a new procedure in the 
methods employed by the Wheat Board. 

'See pp. 34 flF. 
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The only really significant change, arising from a shift in Govern¬ 
ment policy, occurred in 1939 when it was determined that the 
minimum “price” received by the producer on the delivery of his 
wheat should be set by Parliament rather than by the Wheat Board.” 
The 1935 Act provided that the basic price should be such “fixed 
price” as might “be determined by the Board with the approval of 
the Govemor-in-Council.” This provision implied an administrative 
decision of a practical nature based on a business-like appraisal of 
the relevant facts of the general wheat situation. It might be deemed 
to be such a price as, with regard to the coming year, the general 
marketing conditions warranted. Clearly, to go beyond this basis and 
to fix a price higher than marketing conditions warranted would be 
in effect to invade the legislative powers of Parliament. The Board 
in the exercise of its function had set a price in 1935 of 87Ji cents 
per bushel for No. 1 Northern wheat for the crop year of 1935-36. 
This price was continued for 1936-37, but with the proviso added for 
that year by the Govemor-in-Council that it should become effective 
only if the market price for wheat dropped below 90 cents per bushel 
for No. 1 Northern in store Fort William. This basis was continued 
for the crop year of 1937-38. In the autumn of 1938 the Board found 
itself faced with world-wide surplus wheat conditions, and in view of 
this situation fixed the delivery price with the approval of the Govemor- 
in-Council at the lower figure of 80 cents per bushel. 

The large yields of wheat in producing countries at this time were 
leading to very keen competition for export sales, and both Argentina 
and the United States had resorted to subsidies in an endeavour to 
dispose of their surpluses. The growth of the surplus building up in 
the world’s carryover and the continuation of favourable growing 
conditions in 1939 in most wheat areas portended a further decline in 
wheat prices. It was foreseen that this would mean that the Canadian 
Wheat Board would be forced again to reduce the farmer’s delivery 
price. In view of the marketing outlook there was fear that the reduc¬ 
tion would be drastic. Indeed, a minimum price of 60 cents per 
bushel began to be mentioned as the figure that would probably be 
determined upon. The western grain growers fought bitterly against 
the possibility of a 25 per cent reduction in price which, they held, 
would once again seriously affect their standard of living. Their 
position in this respect was strongly championed in Parliament. The 
pressure exerted upon the Government by its supporters from the 
^Statutes of Canada, 1939, c. 39. 
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West caused it to amend the Act by writing direcdy into the statute 
a delivery payment of 70 cents per bushel for No. 1 Northern wheat, 
basis in store at Fort William-Port Arthm* or Vancouver, depending 
on the point from which it was shipped. The original procedure was 
retained for settling the payments for the other grades of wheat to 
bring them into proper relationship with the basic price established 
for No. 1 Northern. By this decision the wheat producers obtained a 
statutory floor price for their wheat that was not determined solely 
by marketing considerations, but involved regard for the maintenance of 
their standard of living and, it may be inferred, took into account the 
political effects of the decision. The effect of the change in method 
was that it made the determination from time to time of the basic 
price that the farmer was to receive a political question rather than 
an administrative problem. As it turned out, the deficit from the 
operations of the Wheat Board on the 1939 crop account amounted 
to approximately $8,250,000.* 

That the minimum as fixed would include an element of subsidy 
was tacitly acknowledged by the limitation that was put upon 
deliveries to the Board at this price. A further amendment to the 
Act made at the same time provided that wheat growers could not 
sell to the Board an amount in excess of 5,000 bushels in any crop 
year. Thus, any subsidy that the price fixed upon might contain for 
the wheat growers was contemplated as giving assistance only to 
growers on small and moderately sized farms, and not to the larger 
operators beyond the above limit. At the same time the provisions 
of the Act were extended to include wheat produced in Eastern 
Canada so that the wheat producers of Ontario would share equally 
in such benefits as might accrue under the statute. 

The amendments to the Wheat Board Act in 1940 were more 
comprehensive. They included additions that reflected an attempt 
to solve the mounting difficulties involved in handling and storing 
very large crops and carryovers, and others that sought to satisfy 
the demands of the producers for greater returns per bushel for 
their wheat without Ae Government’s being forced to resort to a 
higher basic price. 

The pressing need for additional storage space to hold wheat over 
an imcertain period, and the tremendous strain placed upon railway 
and lake transportation facilities by the prodigious demands for their 
services arising out of the war, made control measures clearly neces- 

*Canadian Wheat Board, Report, 1943-44, Exhibit VI. 
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sary. This was recognized by the grain growers upon whom the 
incidence of this situation ultimately fell. To deal with the problem of 
excess supplies the Board was given the power to regulate deliveries 
at country and terminal points, and to fix the maximum amount of 
any kind of grain that a producer might deliver in any period of 
time. By this amendment to the Act the Board became the admini¬ 
strative instrument through which the Dominion Government not 
only worked out its policy of control over wheat acreage, but also 
dealt with the necessity of making maximum use of the limited trans¬ 
portation and elevator facilities available in Canada under war con¬ 
ditions. To put teeth into the control measures, more severe penalties 
for any failure to observe the Board’s regulations were now included 
in the Act.‘ At the same time the Government introduced certain 
other amendments, among them one conceding the producers’ demand 
that they should be paid storage dues for wheat stored upon their 
own farms when they were delayed in delivering their crop to market. 
Payments of this nature were to be made for such periods as the 
Wheat Board in its sole discretion might fix, the amount payable 
not to exceed the tariff rates for storage in country elevators filed 
with the Board of Grain Commissioners. By virtue of this amendment, 
farm storage commenced on October 8, 1940, and was paid on all 
grades of wheat delivered to the Board between November 1, 1940 and 
July 31, 1941. The total amount disbursed to producers under this 
clause of the Act during this period was $6,147,524.03. In the follow¬ 
ing crop year payments were made on the same basis but amounted 
to only $648,647.98. The smaller crop and the relatively heavy market¬ 
ing possible previous to November 1, 1941 greatly reduced payments 
to the producers for 1941-42.° 

A siu-prising and short-sighted innovation included in the 
amendments of 1940 was undoubtedly a direct concession to the 
demands of the producers for greater returns from their marketings. 
'This was the establishment, by an amendment effective July 24, 1940, 
of a processing tax or levy of 15 cents per bushel payable by the 
manufacturers and importers of flour or oAer products manufactured 
from wheat intended for human consumption in Canada. The western 
farm organizations had conducted a lengthy agitation for the imposi¬ 
tion of this tax. They argued that such a levy would not affect notice¬ 
ably the price paid by the consumers of bread, since so many other 

■•Statutes of Canada, 1940, c. 25. 

°Canadian Wheat Board, Report, 1941-42, p. 6. 
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factors entered into the cost, and would be absorbed by the processors. 
This argument was accepted by the Government. It was provided 
that the yield of this tax should not become part of the ordinary 
revenue of Canada, but should be paid over to the Canadian Wheat 
Board as an addition to its income, the purpose being to increase 
thereby the amount of any surplus that might arise from the Board’s 
transactions. Since the Act provided for the issue of producers’ certi¬ 
ficates entitling the holder to a share in any surpluses that might 
accrue from the operations of the Board in any year, the intention 
was in this way to lay a burden either on processors or on domestic 
consumers of wheat for the benefit of the wheat producers. 

The formal defence for this bit of legislation, put forward by the 
Minister of Trade and Commerce, was that circumstances compelled 
Canadian wheat to be sold for export at a low price, but that these 
circumstances should not govern the prices paid for wheat supplying 
the domestic market. The Minister said he considered that Ae rate 
of levy should not require any change in the retail price of bread.® 
The levy was criticized by supporters of the tax on the ground that 
the rate imposed was not sufficiently severe. John H. Wesson, President 
of the Saskatchewan Pool, said it was “merely a gesture, although a 
step in the right direction.”’ Subsequently, a submission by the 
Canadian Federation of Agriculture suggested that the levy should 
be raised to 50 cents per bushel. 

Although the tax was obviously part of the Government’s pohcy 
of political appeasement of the farmers for its failure to raise the 
basic price of wheat, it could hardly be contended that the imposition 
at this time of a processing levy was well thought out. Its abrupt 
repeal after being in force for only a little over one year was evidence 
of this fact and was not surprising to those familiar with the situation. 
As a device to bring substantially increased returns to the wheat 
producers, it rested upon a faulty analysis of the circumstances govern¬ 
ing the marketing of Canadian wheat. Unlike the United States, 
Canada has a small domestic consumers’ market relative to the amount 
of wheat produced in the country. A much larger portion of her 
supply is marketed abroad. This meant that a levy would fall upon 
only a small proportion of the total amount of wheat brought to 
market. Hence, unless the processing tax was imposed at a very high 
rate the return to the producer on his total marketings would not be 

^Winnipeg Free Press, July 25, 1940. 

Ubid., July 27, 1940. 
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of great significance. When the Government’s pohcy was announced, 
it was estimated in the public press that a yield above $20,000,000 
might be expected from the tax.® This figure was based on an assumed 
annual disappearance of wheat in Canada of aroimd 150,000,000 
bushels. The deduction made therefrom was obviously erroneous, 
since this figure included the use of wheat in Canada for any purpose. 
The relevant figure was the much smaller amount actually entering 
into human consumption in Canada. This soon became manifest, for 
dtuing the course of the year and seven days the levy was collected, 
the total revenue accruing therefrom amounted to $5,966,791.63. This 
indicated that wheat used for human consumption in Canada during 
this period amounted to about 40,000,000 bushels. After deducting 
the expenses of administration, the sum available for distribution 
among the wheat producers was $5,867,129.40, which was allocated 
to a handling in round figures of 397,000,000 bushels of wheat for the 
crop of 1940. The additional returns from this measure to the producer 
were thus slightly under lit cents per bushel.® 

Implicit in the prediction of the Minister of Trade and Commerce 
that the tax would be absorbed by the processors was the assumption 
that the processors were in the enjoyment of such a high rate of profit 
that it would be reasonable for them to carry on without a change 
in the price of their product under what was equivalent to an increase 
to them in the price of wheat of 15 cents per bushel. That the war 
was causing a general increase in costs and that prices of raw 
materials were an important factor in the situation seems to have 
been ignored entirely by those instrumental in pushing through the 
processing levy, although the difficulty of preventing a drastic rise in 
the cost of living was becoming more apparent daily. The assumption 
that the processors could absorb the levy without raising the price 
of their product was hardly realistic as experience was soon to demon¬ 
strate. A few weeks after the levy became operative the Government 
found it necessary to remit the tax in the case of wheat flour sold for 
future delivery by contracts made prior to May 15, 1940, on the 
ground that “it would hinder the Government in its efforts to prevent 
a rise in the price of bread.” When it became clear that the effect of 
the tax was to accelerate a tendency to increase bread prices in various 
parts of Canada, the Wartime Prices and Trade Board issued a stand¬ 
still order freezing bread and flour prices as of July 23, 1940. After 

nbid.. July 25, 1940. 

^Canadian Wheat Board, Report, 1940-41, Exhibit D. 



AND THE WAR 


95 

an investigation, however, this order was rescinded in September of 
1940. Later in the crop year, by another Order-in-Council, the levy 
was remitted with respect to wheat grown in Quebec and the Mari¬ 
time Provinces and locally gristed for home consumption.*® When 
the cost of living continued to rise in the summer of 1941, and in¬ 
flationary tendencies became alarming, the wheat processing levy was 
precipitately dropped by an Order-in-Council under the War Measures 
Act eflFective July 31, 1941. The reason given for the repeal was that 
the lapsing of the tax would prevent a threatened increase in the 
price of bread.'* Later in 1941, to combat inflation, an over-all price 
ceiling on all goods and certain designated services was established. 

Finally, another innovation, contained in the amendments of 1939, 
disappeared after one year’s experience. The limitation to 5,000 
bushels on deliveries to the Board by any one grower was repealed in 
1940. This discrimination against the large grower had been bitterly 
resented. During the course of the year in which it was in effect, 
large producers at times had found it difficult to find a market for 
their surpluses on account of the limited demand prevailing on the 
open market. Moreover, for part of the year the Wheat Board delivery 
price was higher than that obtainable on the open market, and during 
this period large producers who had to sell were forced to dispose 
of their stocks in excess of 5,000 bushels at prices below that currently 
available to farmers with stocks not over that amount. The elimination 
of this restriction removed a grievance harboured by a very influential 
group of wheat producers, and on the whole was well received by 
the public. Moreover, the Wheat Board had found the limitation very 
difficult to apply in practice on account of the diverse types of owner¬ 
ship prevailing, and the division of property and income between 
various members of a family. The Wheat Board in its annual report 
referred to the “virtual impossibility of settling questions as to what 
actually constituted a farm or a farm unit.”*® 

The only amendment made in 1942, in addition to one which 
made good a minor omission in the Act, was to increase the delivery 
price for wheat from 70 cents to 90 cents per bushel.*® No other 
amendments to the Wheat Board Act were made by Parhament until 
after the end of the war. The explanation is that the Dominion 

'op.C. 1/4181, 134/813, 1941. 

^'Winnipeg Free Press, Aug. 1, 1941. 

'Klanadian Wheat Board, Report, 1939-40, p. 2. 

’’See p. 90. 
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Government legislated by taking advantage, as the occasion demanded, 
of Orders-in-Council passed under the authority of the War Measures 
Act. These orders were used both to overrule provisions of the Wheat 
Board Act and to give additional grants of authority to the Wheat 
Board to perform the additional functions with which it was charged. 
In fact, the Wheat Board in this respect enjoyed great flexibility in 
conducting business; if it found its powers of action curtailed in any 
direction it could, with the approval of the Govemor-in-Council, secure 
what was in effect additional legislation without public notice or 
without the delays incidental to going to Parliament. Many Orders- 
in-Council relating to the Wheat Board were passed to facilitate its 
operations. During the war period it is estimated that the number 
of orders reached approximately six hundred, although certain of these 
were renewals or replacements. 


II 

To obtain a clear picture of the methods by which the Wheat 
Board carried on its operations, and the growing scope of its activities, 
it is convenient to deal first with its marketing methods during the 
period between its establishment in 1935 and the suspension of trading 
in wheat on the futures market of the Winnipeg Grain Exchange on 
September 28, 1943. The latter date marked the setting of a new 
initial price of $1.25 per bushel, and the acquisition by the Wheat 
Board of all stocks of cash wheat at the closing prices of September 
27. During these years the Board developed an established technique 
of marketing which underwent little change except in the export 
field after the outbreak of war. 

The directive embodied in the Canadian Wheat Board Act of 1935, 
as a result of the compromise worked out at that time between the 
principles of state trading and private enterprise, specified that it 
should be the duty of the Board in selling and disposing of wheat 
“to utilize and employ without discrimination such marketing agencies, 
including commission merchants, brokers, elevator men, exporters and 
other persons engaged in or operating facilities for the selling and 
handling of wheat as the Board in its discretion may determine.” Thus, 
while the Canadian Wheat Board was given general powers of selling 
the Canadian wheat delivered to it, it is clear from this directive 
that the general process of handling it as it moved forward from the 
producer to final markets was to remain within the framework of the 
organized trade. In brief, the Board, in accepting wheat from the 
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producers, would use units of the organized grain trade as its agents 
to handle it and place it in the positions it desired for ultimate s&le/^ 

The technique devised involved, as a primary step, handling con¬ 
tracts between the individual country elevator companies on the one 
hand, and the Wheat Board on the other. These contracts were 
similar in content in each instance, and the negotiations leading up to 
agreement were carried on collectively. Country elevator companies 
boimd themselves to perform, when wheat was delivered in carlot 
quantities (Class A wheat), all the services that they would ordinarily 
perform for a shipper until the wheat was in store in a terminal elevator 
and immediately available for direct sale or export. When the wheat 
was in this position in the terminal it was turned over to the Wheat 
Board, the elevator companies receiving for their services the usual 
tariff, fixed by the Board of Grain Commissioners, of handling and 
cleaning charges, plus freight and a 1-cent per bushel “service” 
charge. The latter was really paid in lieu of the 1-cent commission 
fee which the elevator company would, in the ordinary course of 
business, have received from the producer for selling his wheat on 
the market. 

When wheat was delivered in quantities of less than a carlot 
(Class B wheat—“street wheat”), there came into effect a schedule 
of prices for each grade of wheat delivered in each freight rate area 
which was part of the agreement. The companies agreed to pay these 
prices to the producer on delivery, and at the same time to issue 
to the producer a producer’s certificate in a form to be determined 
by the Board. This was the producer’s claim to any additional pay¬ 
ment that might be made with respect to the deliveries in any crop 
year where the operations of the Board resulted in a profit sufficient 
to make an additional payment to the farmer. The companies also 
agreed to “carry” the wheat until it was delivered to the Board at a 
terminal point. This meant that the elevator companies financed the 
operation until the wheat was in store at a terminal. 

The prices in the schedule to cover Class B wheat were arrived at 
after deducting from the basic price the Fort William or the Van¬ 
couver freight charges, whichever rate was the more advantageous 
to the producer, and after deducting a sum of 43^ cents per bushel. 
The latter deduction represented the amount paid to the elevator 
companies for handling this street wheat at country points, paying the 
producers for the wheat when delivered, forwarding it to the terminals, 
and absorbing freight on dockage and fees for weighing and inspec- 
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tion. The original deduction was 4)i cents but it varied in subsequent 
years as the result of negotiations and was as low as 3 cents.'* When 
street wheat was not shipped immediately to the terminals, the Board 
paid to the companies a daily carrying charge covering storage and 
interest. This charge was calculated from the date the wheat was 
reported to the Wheat Board by the company to be in store at the 
country point until the wheat was unloaded at the terminals or 
at any other destination directed by the Board. The carrying charge 
was limited by the proviso that it should not be paid for more than 
thirteen days after the wheat was shipped from the country point. 

The agreement provided that where the Board diverted wheat 
from the country elevator to an interior terminal for storage, the 
Board would pay a diversion charge of 1 cent per bushel. When this 
wheat was reshipped to a terminal point, the company originally 
making the shipment was entitled to control the destination of a 
proportional amount of the wheat so shipped. In the event of ship¬ 
ments to interior mills, the diversion payment was l)i cents per bushel. 
These provisions were designed to protect the elevator companies 
against loss of revenue suffered when wheat that was received in their 
country elevators was diverted by the Board to interior mills or to 
government interior terminal elevators instead of being forwarded to 
the companies’ own terminals. 

These were the main features of the agreements negotiated from 
year to year with the grain companies. Other provisions covered such 
matters as the requirement to keep the wheat insured, the date of 
payment of accrued storage charges, and the methods of dealing 
with a variety of minor problems bound to arise in connection with 
the handling of a business as large and complicated as purchasing 
and moving the Canadian wheat crop, or a substantial portion of it, 
from the points of production to the terminals. 

As wheat reached the terminals at Fort William and Port Arthur 
or Vancouver, and the elevator companies under their agreement 
turned over the unload documents and warehouse receipts to the 
Wheat Board, the Board accumulated stocks of wheat and was in 
a position to offer wheat for sale in either the domestic or the export 
market. Since wheat tends to move into consumption at a regular 
rate throughout the year, large deliveries made to the Board in the 
autumn months cannot all be sold immediately but accumulate in 

'^This deduction was voluntarily reduced to less than one-half for a time by 
the Pool organizations and subsequently by the private companies. 
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the terminals, where such stocks may remain for a considerable 
period as part of a carryover. The Board, when faced with holding 
surplus stores of wheat until sales could be accomplished, had the 
option while the futures market was operating of carrying these 
stocks either as cash wheat or in the form of futures. If carried as 
cash wheat, the Board simply retained the warehouse receipts 
delivered to it by the elevator companies and turned these over to 
purchasers of wheat when sales were negotiated either with Canadian 
mills or with exporting agencies. By the other method, the Board 
would sell the cash wheat to intending exporters or back to the 
elevator companies and purchase futures contracts for similar amounts. 
This was the policy initiated by Mr. McFarland when he became 
Chief Commissioner of the Wheat Board, and continued by his 
successors until the futures market was closed. 

The Board’s cash wheat was purchased very largely by the terminal 
elevator companies, which in this way acquired title to a variety of 
grades of wheat. The purchase meant they were more certain of 
earning storage revenue by keeping their elevators full, and were in 
a position to make any profits that might arise from mixing the lower 
grades with a view to enhancing the value of this wheat for ultimate 
disposal. There were also advantages from the standpoint of the 
WTieat Board. As wheat futures were “spread” forward into future 
months, the Board at times was able, by negotiating prices with 
the terminal elevator companies, to carry the wheat at a slightly lower 
cost than if it were paying the tariff charges filed by the elevators 
for the storage of cash wheat. Moreover, the method adopted intro¬ 
duced the least disturbance into the ordinary practices of trading 
followed before the Wheat Board came into existence. It was the 
method best calculated to “utilize” existing marketing agencies as 
directed by the Act. Until the war broke out, the Canadian Wheat 
Board disposed of its stocks at the Lakebead or Vancouver through 
ordinary trade channels. 

The war led to a change in this procedure. Prior to the outbreak 
of hostilities, the open market price of Canadian wheat was well 
below the Board’s delivery figure of 70 cents per bushel,*' and did not 
show any marked advance until after war was declared. On September 
2 the holdings of the Board amounted to 89,500,000 bushels, most of 
which was 1938 crop, with 30,000,000 bushels delivered at country 

*'On August 21, 1939, the open market price for No. 1 Northern wheat was 
56X cents per bushel. 
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points on Board account, against which sales of over 9,000,000 bushels 
had been made. After September 3, 1939 the open market price 
advanced rapidly on the Exchange. By September 6 the price of No. 1 
Northern wheat had risen to 79^ cents per bushel. In the meantime, 
the British Government, while it had made some comparatively small 
piu-chases previously, was establishing administrative machinery to 
handle purchases on a much larger scale and arranging credits to 
finance the transactions imder the changed conditions brought about 
by the war. In this period it was not buying wheat in Canada, nor 
did it for some months. Other sales, of course, were being made by 
the Board to Northwest Europe and the Mediterranean, which had 
not yet come under the power of Germany. 

In October of 1939 a Canadian delegation headed by Hon. Thomas 
Crerar, which included the Chief Commissioner of the Wheat Board, 
visited England. After lengthy discussions, a clearer understanding 
was arrived at with the Cereals Import Committee, the body now 
charged by the British Government with the responsibility of import¬ 
ing wheat supplies. A plan of operations was devised to meet the 
changed conditions brought about by the war. The method adopted 
was for the Cereals Import Committee to pinrchase futures from the 
Canadian Wheat Board, these futures being held by the Wheat Board 
for use as needed when shipments went forward. The Cereals Import 
Committee quite early appointed a representative in Montreal who 
acted as the co-ordinating and liaison oflBcer in supervising wheat 
shipments. This oflBcial was in touch with shipping conditions, was 
informed of sailing dates, and was furnished with information show¬ 
ing the position of stocks of wheat in Canada or the United States 
available for export. The Cereals Import Committee accepted offers 
from the Canadian exporters for wheat delivered at seaboard points 
designated by its representative. With the sale of the cash wheat the 
futures were cancelled out. 

The first large sale reported under this arrangement was in January 
of 1940 when the Cereals Import Committee entered the market and 
Board sales were made to it of nearly 25,000,000 bushels. Much larger 
sales were negotiated subsequently. In August of 1940 the Board sold 
wheat futures for 100,000,000 bushels to the United Kingdom. In 
May of 1941 a further sale of 120,000,000 bushels was arranged. 
Throughout the war the United Kingdom continued to obtain the 
largest part of its wheat requirements from Canada. By buying 
futures in large blocks, the United Kingdom Ministry of Food assured 
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itself that a sufficient amount of wheat would be available for ship¬ 
ment to Britain as needed. At the same time it established the 
over-all price that it would have to pay for these supplies.*® The 
method left to the Canadian exporting agencies the business of for¬ 
warding wheat from the Lakehead to the eastern seaboard. For 
obvious reasons, most of the shipments went from Atlantic points. 
The shortage of shipping reduced the number of cargoes from Van¬ 
couver to a trickle. The urgent need for storage space to warehouse 
the large accumulation of grain that developed in Canada during the 
war years, however, led to an arrangement between the Wheat Board 
and the Pacific terminals by which they were kept filled, though at 
a reduced tariflF for storage. From time to time, as freight vessels 
were completed and put into service on the west coast, some wheat 
would be taken from the Pacific terminals as part of the initial cargo 
carried. 

The Order-in-Council passed to implement the Government’s 
decision to end trading in wheat on the Winnipeg Grain Exchange** 
after September 27, 1943 empowered the Canadian Wheat Board to 
purchase for government account all unsold wheat stocks in commer¬ 
cial positions in Canada, including wheat held in the Board’s 1940-41, 
1941-42, and 1942-43 crop accounts, at the closing prices as registered 
for each grade on September 27, 1943; to accept delivery of wheat 
produced by the 1943-44 crop at an initial price of $1.25 per bushel 
basis No. 1 Northern in store Fort William-Port Arthur or Vancouver 
for the remainder of the crop year; to distribute final payments to 
producers on outstanding participating certificates of the 1940, 1941, 
and 1942 crop accounts; to appropriate on government account all 
commercial stocks of western wheat for which there was no outstand¬ 
ing sales contract as of September 28,1943 and to pay for wheat stocks 
so acquired on the basis of closing prices for the preceding day; finally, 
to sell wheat stocks held on behalf of the Government to fill domestic 
and mutual aid requirements. 

This comprehensive order threw a vast amount of internal admini¬ 
strative work upon the staff of the Wheat Board. The closing of the 
earlier crop accounts on the basis determined resulted in the distri¬ 
bution of a combined surplus of $61,080,046 to western wheat growers. 
Of this sum there was payable to holders of certificates for the crop 

*«For the technique used in such arrangements see D. A. MacCibbon, The 
Canadian Grain Trade (Toronto, 1932), p. 293. 

>*P.C. 7942, Oct. 12, 1943. 
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of 1940, $26,081,800; for the crop of 1941, $15,305,476, and for the 
crop of 1942, $19,692,770.'® The increase in the initial price from a 
basis of 90 cents to $1.25 also made it necessary for the Wheat Board 
to provide the elevator companies with price lists for the purchase 
of all grades of wheat at each country point In the interim, while 
this schedule was being compiled, the elevator companies made 
advances to those producers who delivered wheat. In other respects 
the methods employed in handling producers’ wheat at country 
points and moving it forward to the terminals remained practically 
unchanged. 

The closing of the futures market made unavoidable the final clear¬ 
ing of all outstanding futures contracts. This operation was completed 
on October 16.'® Estimates of the amount affected by the closing out of 
wheat futures contracts ranged between 200,000,000 and 300,000,000 
bushels. The clearing of these contracts was an intricate operation, 
necessary for determining the values at which the Wheat Board 
assumed ownership of all Canadian wheat in commercial positions. 
The purchase of the wheat stocks held by the various elevator com¬ 
panies, as well as the Pools, resulted in very substantial profits to 
them. These profits accrued from the fact that the technique adopted 
in closing out the futures enabled them to buy in their October 
hedges on a basis that did not reflect the full advance that had taken 
place in the price of cash wheat. A large part of these profits was 
subsequently distributed as patronage dividends. 

Ownership of cash wheat by the Board made necessary a change 
in the methods employed by the exporting agencies in their relations 
with the representative of the Cereals Import Committee at Montreal. 
The practice of offering wheat for export at seaboard points to the 
British agency was discontinued. Instead, the Wheat Board and the 
exporters worked out together a cost schedule covering the moving 
of wheat from the terminals at Fort William and Port Arthur to the 
various ports of shipment on the eastern seaboard. This schedule 
included a payment to the exporters for their services in making the 
necessary arrangements incidental to conducting a movement. Practi¬ 
cally all the other cost items involved, such as elevator charges, 
weighing and inspection fees, lake and railway rates, were under 
the control of regulatory bodies and, of course, subject under certain 
circumstances to the approval of the Wartime Prices and Trade Board. 

'•Canadian Wheat Board, Report, 1943-44, Exhibit VIII. 

'•Winnipeg Free Press, Oct. 16, 1943. 
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The Wheat Board supplied the wheat to the exporters, and it was 
moved forward on the instructions of the agent of the Cereal Import 
Committee. Under these circumstances competition between the 
different exporting agencies was practically reduced to one in quality 
of service, and the business largely came to them on this basis. Ship¬ 
ments intended for export to the United Kingdom, which composed 
the bulk of the business, thus became purely a directed movement 
controlled and guided by the representative of the Cereal Imports 
Committee at Montreal. 


Ill 

The preceding section has set forth the different methods employed 
by the Board since its establishment in the performance of its main 
function of accepting the delivery of wheat from producers in 
Western Canada and selling it abroad. The Wheat Board also sold 
wheat to the Canadian mills. Under wartime conditions, when the 
price of wheat was advanced from 70 to 90 cents per bushel, the 
Wheat Board, acting on behalf of the Wartime Prices and Trade 
Board, undertook responsibility for the payment of drawback claims 
from the flour millers and other processors of wheat for human con¬ 
sumption in Canada. These drawbacks were in furtherance of the 
Government’s policy of keeping down living costs by avoiding a rise 
in the price of bread. 

When the Board was empowered to accept wheat from producers 
in Eastern Canada in 1939, it appointed a representative in Ontario 
with headquarters in Toronto. The delivery price fixed for the highest 
grade of wheat marketed in Ontario was the same as that for the 
West, namely, 70 cents per bushel, on the basis of delivery at 
Montreal export rail freight rates. In 1939 the Board received 4,254,935 
bushels of eastern wheat. In 1940 deliveries fell to 1,354,315 bushels. 
In 1941, owing to a small crop in Ontario, the price for Ontario wheat 
rose much above the Board’s initial price and only a very small amount 
of wheat was delivered to it by one producer. As a result, the Govern¬ 
ment by an Order-in-Gouncil released the Wheat Board from accept¬ 
ing Ontario wheat at country points except in the event of the market 
price for the basic grade falling below 80 cents per bushel, basis 
export rail freights to Montreal. 'The Order-in-Gouncil also authorized 
the Board to return to the producer the small amount that had been 
delivered that season. As part of the price control policy of the Govern¬ 
ment, on December 2, 1941 a ceiling price of $1.26 per bushel was 
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established on Ontario wheat. Since the market price remained above 
the floor price of 80 cents per bushel, no further deliveries were made 
to the Board. In 1943 the basic price was increased to 90 cents per 
bushel to keep it in line with the western price. When the basic price 
was raised to $1.25 per bushel in the West, the basic price of Ontario 
wheat also became on September 27, 1943, $1.25 per bushel. Wheat, 
however, was not deliverable to the Wheat Board unless the price 
fell below 95 cents per bushel basis Montreal. As the market price 
remained in excess of this figure through the 1943-44 crop year, no 
deliveries were made to the Board. 

The nature of the Ontario wheat trade led to a change in policy 
for the crop year of 1944-45. The Board’s obligation was confined to 
supporting a floor price of $1.25 per bushel for the top grades delivered 
at Montreal. The wheat was handled by private traders and, since 
the price continued above the floor price, no action by the Board 
became necessary. The Dominion Government recognized, however, 
that producers were entitled to share in export prices obtainable for 
flour made from Ontario wheat when this flour was sold abroad at a 
price in excess of the domestic ceiling price plus forwarding costs. 
The Ontario Wheat Flour Equalization Fund was established, and 
equalization fees were collected from the private traders. Returns 
to the producers from this source on the 1944 crop amounted to 
$198,317. The Equalization Fund was continued for the crop year of 
1945 and fees were collected on flour exports and a small quantity 
of export Ontario wheat, the distribution to the producers amounting 
to $262,114. In 1946-47 the Board was directed to administer a 
treasury payment of 9 cents per bushel, over and above the maximum 
price, for deliveries and to pay to the producer a fixed and final 
equalization payment of 5 cents per bushel. These payments were made 
through the dealers, who later were reimbursed by the Board. Since 
the maximum price for Ontario wheat on a Montreal basis, established 
in 1941, had been continued at $1.25 per bushel, this brought the 
maximum price obtainable by the Ontario producers to $1.39 a bushel. 
The disbursement to them from this arrangement amounted to 
$580,543, with a net cost to the treasury of $309,025. In June of 1948 
the Government announced that the ceiling price of Ontario wheat 
was being removed and the treasury bonus eliminated. As a result, 
the price of Ontario wheat jumped immediately and within a short 
time had advanced by 39 cents per bushel.'® The maintenance of 

*’>lbid., June 19, 26, 1948. See also Canadian Wheal Board, Report, 1944-45, 
1945-46, 1948-47. 
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returns to the Ontario wheat producer raised administrative difficulties, 
but, compared with western operations, it was a very minor part of 
the Board’s activities. 


IV 

Apart from the direct marketing of wheat a tremendous expansion 
of the activities of the Wheat Board occurred between 1939 and 1946. 
This was scarcely realized except by those whose business kept them 
closely in touch with the Canadian grain trade. Part of this expansion 
was due to the Board’s dominant position with respect to wheat 
marketing, which soon involved it in various measures designed to 
alleviate the situation created under war conditions by large crops, 
mounting surpluses, and reduced export outlets. It was confronted 
with difficult problems arising out of the control of dehveries at local 
shipping points, the shortage of storage space resulting from large 
carryovers, and the urgency of securing maximum utilization of the 
limited transportation facilities actually available for moving wheat 
forward from the local points to the terminals. 

When the 1940 crop of over 500,000,000 bushels began to move 
forward in August, the Board, under the powers granted to it by the 
amendments of that year, instituted a system of quota deliveries effec¬ 
tive at local shipping points with a view to enabling all producers 
to deliver at least a portion of their wheat and coarse grains when 
harvested. The necessity of this measure was obvious, since it was 
estimated that on account of the heavy carryover from 1939 the net 
storage capacity available for the new crop would not be more than 
160,000,000 bushels. Without a quota, those producers whose grain 
ripened first would be able to deliver all their crop, while those whose 
crop ripened later would be out of luck. The Board’s regulations 
provided that no wheat, oats, or barley could be delivered without 
a permit from the Board.** The permits had to be obtained from an 
elevator agent and the producer was limited to one delivery point 
except when he operated widely separated farms. Each delivery was 
recorded by the elevator agent in the permit book and aggregate 
deliveries were not to exceed the established quota. The quota was 
computed on the basis of the number of seeded acres of wheat, oats, 
and barley, and these grains were not interchangeable. Initial 
deliveries were fixed at 5 bushels per acre; as the season progressed 
and grain moved forward from the terminals the amount deliverable 

*'Ibid., 1940-41, Appendix A. 
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per acre was increased. In the case of barley, when it became apparent 
early in September of 1940 that the bulk of the crop would be retained 
on the farm for feed, the quota restrictions were removed. For the 
same reason restrictions on the delivery of oats were dropped a week 
later. 

The handhng of the wheat crop itself presented the real problem 
in 1940. The relaxation of quota restriction began at individual ship¬ 
ping points where circumstances, such as sufBcient storage space in 
the local elevators for local needs, made it feasible to permit more 
generous deUveries. A general increase in the quota to 8 bushels per 
acre was announced for September 14, and in November the quota 
was raised to 10 bushels per acre. By mid-December deliveries up 
to 12 bushels per acre were authorized. Delivery restrictions were 
removed altogether on April 21, 1941. This did not mean that the 
great crop of 1940 had been practically all delivered. Much remained 
in the farmers’ hands. The usual practice of farmers is to hold a 
certain quantity of their wheat unW they see how the new crop is 
likely to turn out. In this instance, the producers had an additional 
incentive to retain wheat on the farm in that they were able to 
collect a payment from the Government for its storage."^ 

The methods developed in 1940 by the Wheat Board to regulate 
deliveries in order to give all producers an equal chance in making 
use of restricted facilities of storage and transport were apphcable 
to marketings for the crop year of 1941-42.^" In 1941-42 the Dominion 
Government limited marketings to approximately 230,000,000 bushels 
for all of the West. An “authorized acreage” for delivery purposes 
was established by the Board for each producer on the basis of 65 
per cent of his declared wheat acreage in 1940, the rule in certain 
instances being modified to correct inequities arising from the use 
of a single base year. When, however, it became apparent early in 
December that on account of the small crop in 1941 the total of 
prospective marketings was not likely to exceed 230,000,000 bushels, 
restrictions on deUveries were dropped. Restrictions were again applied 
in 1942 when a record production of all grains occurred; because of 
the congested condition of coimtry elevators, deliveries of wheat for 
the crop year were limited to 280,000,000 bushels. 

The general condition of strain on facilities, while acute in the 
country, extended throughout the whole structure for handling the 
western crop and conveying it to market. Transportation facilities 

“See p. 94. 23See p. 56. 
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within Canada were being stretched to the extreme limit to cope with 
war demands; hence, there were fewer cars available for the carriage 
of grain. To maintain equity these cars had to be apportioned between 
the different shipping points and between the elevators located at 
each point. Since the amount of grain that a country elevator could 
receive was determined by the rate of shipment out, the distribution 
of cars between country elevators became a problem into which trade 
competition entered very sharply. The realization of this situation 
developed suddenly. To cope wdth it, early in August of 1940, under 
the chairmanship of a member of the Board of Grain Commissioners, 
a car control committee was established on which all interests were 
represented. Car distribution at country points between elevator 
companies was based on the amount of licensed permanent storage 
possessed by each company. This was admittedly a rough and ready 
method of allotting cars, adopted in the face of the urgent situation 
that had arisen. The system did not satisfy the Pool organizations, 
which claimed with some justification that it tended to reduce their 
proportion of total, handlings for the year because at many points 
they handled more grain through their elevators for a given amount 
of space than their competitors. The duties of the car control com¬ 
mittee were later taken over by the Wheat Board, and in 1943, to 
meet the protests of the Pool organizations, an attempt was made 
by the Board to base car distribution on the volume of grain handled 
by each company at each local shipping point during the crop years 
of 1938-39 and 1939-40. A good many difiRculties were encountered 
in endeavouring to apply this principle, and the system was never 
put completely into operation. Easier transportation conditions 
developed by the spring of 1944, and the distribution of cars was 
regulated once more by the rules laid down under the Canada Grain 
Act. 

Meanwhile, all grain-handling organizations were feverishly 
increasing their storage capacity at country points by the construction 
of temporary annexes. In the crop year of 1940-41 temporary storage 
to the extent of 72,485,477 bushels was provided, the high point 
being reached in 1943-44 with 112,657,126 bushels. The Dominion 
Government encouraged the building of country annexes by a con¬ 
cession with respect to the rate at which depreciation could be written 
ofiF. At Fort William and Port Arthur the urgent necessity of providing 
for additional storage space before the 1941 crop would be ready for 
delivery led to an agreement early in that year between the Dominion 
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Government and the terminal elevator companies for the construction 
in those cities of temporary storage annexes with a total capacity of 
50,000,000 bushels. The main points of the agreement, embodied in 
an Order-in-Council,** were (1) that all tariff charges prevaihng for 
the storage of grain should be continued without any r^uction until 
July 31, 1943, in effect, a two-year guarantee of earnings; (2) that the 
Minister of National Revenue should allow each company constructing 
a temporary storage annex to write off as depreciation 50 per cent 
of the actual cost of the annex in each of the two successive years 
of 1942 and 1943. (An agreement between the various participating 
elevator companies provided for scrapping the constructions as soon 
as the emergency had passed.) After two years, if the Wheat Board 
continued to store grain in these annexes, it was agreed that a new 
arrangement would be negotiated in regard to the tariff for storage, 
based on the operating experiences gained up to the end of July 1943. 

The provisions of the Order-in-Coimcil became effective when the 
terminal elevator companies filed agreements with the Wheat Board 
contracting to make the storage available. The construction of the 
temporary storage space at the terminals was pushed with great 
energy by the companies during the summer of 1941, and most of it 
was available for use by the time the crop of that year was ready to 
move forward. The construction of these annexes increased storage 
capacity at Fort William and Port Arthur from 92,567,210 bushels 
to 146,730,210, and the additional space was invaluable in giving 
relief for some years to the congested situation in the country. After 
serving their purpose the annexes were scrapped in 1946. By the terms 
of the Order-in-Council, temporary storage annexes could be con¬ 
structed under similar terms in Eastern Canada, and advantage was 
taken of this privilege by one elevator company to build two annexes 
with a capacity of approximately 3,000,000 bushels each, one at Sarnia 
and the other at Three Rivers. 


V 

While the large carryovers of wheat were creating handling diffi¬ 
culties, problems were arising with respect to the coarse grains. With 
the increased emphasis on the production of meat, bacon, and dairy 
products to supply British needs, greater supplies of the feed grains 
were required to make the fulfilment of Canadian commitments pos- 
“P.C. 1225, 1941. 
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sible. When the Government met the wheat producers’ demands for 
an increased price of wheat by raising the initial price from 70 cents 
to 90 cents a bushel, it was clear that if increased supplies of barley 
and oats were to be forthcoming, similar price guarantees for these 
products would have to be made. Merely to point out to the farmer 
that it was his “patriotic duty” to curtail wheat production and to 
grow more oats and barley would not be suflBcient to achieve the 
ends desired. 

In March of 1942 the Government announced its programme. The 
Canadian Wheat Board was empowered to buy barley at a price 
that would assure barley growers 60 cents per bushel for the top 
grades, with lower grades at an appropriate discount. In the case of 
oats, with the same powers given to the Board, the price established 
for No. 2 Canada Western oats was 45 cents per bushel, the price 
of other grades being scaled to this minimum. (In determining the 
actual level at which minimum prices for grains should be fixed, an 
important consideration was the influence exerted by the general 
pohcy of the Wartime Prices and Trade Board of keeping prices as low 
as possible with a view to preventing inflation®' and an increase in the 
cost of hving.) The establishment of these minimum prices brought 
the coarse grains within the scope of the Wheat Board should a 
marked decline from their current prices occur. In 1942 there was 
an increase estimated at 35.8 per cent in the acreage sown to barley 
and, in the case of oats, an increase estimated at 18.6 per cent. 
Increased sowings and favourable growing conditions combined to 
produce greatly increased yields. The increases in acreages were no 
doubt in part due to the establishment of minimum prices, but it is 
probable that other factors entered into the situation as well. Actually, 
when the Government’s programme of minimum prices was announced, 
barley was selling on the open market at 64!K cents per bushel and 
oats at 49)i cents, so that the chief inducement offered in the minimums 
fixed was a guarantee against a fall in prices. Another cause of the 
increase in acreages was die fact that the Canadian farmers in response 
to the exigencies of war, particularly to British requirements, were 
greatly expanding their production of cattle, hogs, and dairy products, 
and this expansion involved greater supplies of feed grains for use on 
their own farms. Also important was the limitation placed on the 
marketing of wheat which tended to drive the producers into coarse 
grains or, as an alternative, into summer-fallowing. 

“'Chairman of the Wartime Prices and Trade Board, Winnipeg, April 14, 1942. 
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In 1943 the ceilings were 511* cents per bushel for oats and 64% 
cents per bushel for barley, while the level of prices for these grains 
was very much higher in the United States. In order to establish a 
method whereby the difference between domestic prices and the 
higher prices obtainable on export could be shared generally by 
western producers, the Board was empowered to assess equalization 
fees when licences were obtained to export western-grown oats and 
barley and their products. The proceeds of these levies were placed 
in two funds, the Oats and the Barley Equalization Funds, which 
were distributed, less administrative costs, to the producers on the 
basis of their commercial marketings. 

The Board entered the market to support prices on two occasions 
only. In the crop year 1942-43 the Board purchased 32,601,645 bushels 
of oats and oat futures, and 22,970,429 bushels of barley and barley 
futures. These purchases were subsequently sold at a profit of 
$336,346.35 which was remitted to the Dominion Government. Again 
in the crop year of 1944-45 the Board purchased and sold 896,000 
bushels of oat futures. A small profit on this transaction was turned 
over to the 1944 Oat Equalization Fund.^" Profits arose from the fact 
that part of the stocks purchased were exported to the United States, 
where higher prices prevailed. 

Government policy was amended in the fall of 1943. The supply of 
oats and barley was insuflScient to support the large export movement 
possible and to provide enough feed for Canadian livestock producers 
in Eastern Canada. To protect the latter, sales were made to them, 
but the Canadian Government guaranteed equalization payments to 
the producers on their commercial deliveries and on authorized farm- 
to-farm transactions. Under these conditions advance equalization 
payments made to the producers of oats exceeded fees collected for 
the crop years 1944-45 and 1945-46 by $1,664,999. In the case of 
barley, the discrepancy between equalization fees collected and 
amounts disbursed to the growers for 1943-44, 1945-46, and 1946-47 
amounted to $23,150,011. These deficits were absorbed by the 
Dominion Government. Essentially they represented a subsidy to 
eastern feeders incurred in recouping the western grain growers for 
some part of the higher prices they might have obtained for their oats 
and barley had exports been freely permitted. Total advance equali¬ 
zation payments made between the crop years 1942-43 and 1946-47 

^^Canadian Wheat Board, Report, 1946-47, p. 16. 
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inclusive amounted to $47,755,333 for oats and to $53,726,433 for 
barley. 

The spring of 1947 brought a major change in Government poliey 
with respect to coarse grains. On March 17 the Minister of Agriculture 
announced the discontinuance of advance equalization payments, which 
had been in effect since the fall of 1943. At the same time the 
maximum price for oats was increased from 51}f cents per bushel to 
65 cents per bushel, and for barley from 64X cents per bushel to 93 
cents per bushel. An adjustment payment of 10 cents per bushel was 
provided for barley producers who had sold their barley before the 
new order became effective. With the advance equalization payment 
that they had received it was considered that this adjustment would 
place them on a substantial equality with barley producers who had 
held their barley and would be able to take advantage of the new 
maximum price. In the case of oats no adjustment payment was 
provided, as the advance equahzation already received was deemed 
sufiBcient to give the oat producers approximately the same return 
as they would have received under the new maximum. For the coming 
crop year of 1948^9 the Board was empowered to buy No. 1 Feed 
barley at 90 cents per bushel and No. 1 Feed oats at 611f cents per 
bushel, and given authority to fix appropriate prices for the other 
grades. These changes were in line with the Government’s pohcy 
with regard to the Canadian Wheat Board as contained in the amend¬ 
ments to the Canadian Wheat Board Act introduced into Parliament 
earlier in the session.’*^ 

Along with these changes the Minister of Agriculture announced 
that the Canadian Wheat Board would become the sole exporter of 
oats and barley. (In practice the Board did not actually export, but 
licensed dealers to do so.) To give effect to this policy all stocks 
of oats and barley in commercial positions were vested in the Board.^^ 
Under the provisions of the Order-in-Council the Board acquired 
29,853,967 bushels of oats and 20,992,099 bushels of barley at the 
previous maximum price; that is, at SlU cents per bushel for oats 
and 643» cents per bushel for barley. Subsequently these stocks were 
disposed of by the Board at a net profit of $6,596,589, and this sum 
was credited to the Dominion Government, becoming part of the 
general revenues of the country. What really happened was that the 
grain was sold back to the former owners at the new price level.** 

i'^See below, pp. 162-4. ^sp.C. 1292, 1947. 

^“Canadian Wheat Board, Report, 1946-47; Winnipeg Free Press, April 23, 
30, 1948. 
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The new policy represented a further encroachment of the 
Dominion Government into the domain of private trading, and the 
legality of the expropriation of these large stocks of oats and barley 
by the Board did not go unchallenged. The Order-in-Council was 
passed under the powers conferred upon the Government by the 
National Emergency Transitional Powers Act of 1945, and the pre¬ 
amble of the Order recited “the continued existence of the national 
emergency arising out of the war against Germany and Japan” as 
the reason for the decree. The necessity for such a step was disputed, 
and the issue was carried to the courts by the refusal of a Winnipeg 
firm of grain dealers, Hallet & Garey Limited, to deliver to the Board 
40,000 bushels of barley held in storage for a Ghicago grain merchant, 
who threatened them with court proceedings if they made delivery. 
The Ganadian Wheat Board entered action against Hallet & Carey 
Limited and the terminal elevator companies who were acting as 
warehousemen for the grain, but were unsuccessful. The case was 
heard by the Chief Justice of the Court of the King’s Bench for 
Manitoba, who said he was satisfied from the evidence presented that 
no emergency existed in Canada with respect to oats and barley. 
However, his decision rested upon what was held to be a deliberate 
omission from the transitional act of clear, distinct, and unequivocal 
powers of appropriation. Briefiy, this meant that the Dominion Govern¬ 
ment in passing the Order-in-Council had exceeded its powers. The 
final effect of this decision will not be known until its vabdity is 
tested by the Privy Council. The Government lost the second round 
when the Manitoba Court of Appeal unanimously upheld the judgment 
given in the Court of King’s Bench.'® Subsequently, when the case 
was carried to the Supreme Court of Canada, the decision of that 
body was against the Canadian Wheat Board. One of the last appeals 
from Canada to the Judicial Committee of the Privy Council will 
be the one entered by the Government of Canada against the Supreme 
Coiu^ decision. Politically, the Government’s action with respect to 
oats and barley represented a fiuther departure from traditional 
Liberal policy, a departure which was more definitely indicated in the 
amendments to the Canadian Wheat Board Act which were 
being considered by Parliament at the time the Order-in-Council 
was passed. 

'“Western Weekly Reports, 1948, vol. I, p. 945; Winnipeg Free Press, March 
12, 1949. 
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VI 

The circumstances under which the Wheat Board took over control 
in 1942 of the marketing of flaxseed, and later of soybeans, sunflower 
seed, and rapeseed, were somewhat diflFerent than those under which 
control of the coarse grains were given to the Board. Canada has 
never produced enough oil seeds to meet domestic vegetable oil 
requirements, but has drawn important supplies from the Far East 
and from Argentina. Japanese conquests in the Pacific cut off supplies 
of coconut and palm oil from the former region, while transportation 
diflBculties virtually eliminated the import of flaxseed from Argentina. 
These conditions put vegetable oils in short supply. The situation was 
serious. To meet this emergency an intensive campaign was begun 
by oflBcials of the Dominion Department of Agriculture, in co-operation 
with provincial governments, to increase the acreage devoted to oil 
seeds, particularly to flax. Flax has not been a popular crop with 
western farmers, and it was realized that if the acreage was to be 
increased, price inducements were necessary. While there was at 
this time practically an unlimited demand for flaxseed, the objective 
was set of securing a crop of 20,000,000 bushels as compared with a 
production of 3,049,000 bushels in 1941. 

Under the authority conferred on it by a series of Orders-in- 
Council” the Wheat Board took over all flaxseed in store in Canada 
on March 19, 1942, and at the same time became the sole purchasing 
agency to which flaxseed producers could make deliveries. Under this 
authority the Wheat Board acquired 1,986,427 bushels of flaxseed 
prior to the end of the crop year, July 31. This flaxseed was purchased 
at $1.64 per bushel for No. 1 C.W. flaxseed in store, the prevailing 
maximum price when the stocks of flaxseed in Canada were “frozen* 
on March 6. For the new crop year of 1942-43 the price of No. 1. C.W. 
flaxseed in store was set at $2.25 per bushel, a pricR considered 
sufiBciently remunerative to encourage increased acreage. This proved 
to be an effective incentive; 1,492,200 acres were sown to flax in 1942 
as compared with 996,500 acres in 1941. Production amounted to the 
greatly increased total of 14,922,000 bushels, though this was approxi¬ 
mately 5,000,000 bushels under the objective set. In 1943 acreage 
increased to 2,947,800 and production to 17,911,000 bushels, the fixed 
price having been increased to $2.50 per bushel. 

This was the high point reached in production. Although two 


s'P.C. 1636,1800, 2166, March, 1942. 
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further increases in price were made in the next three years, bringing 
it up to $3.25 per bushel for the crop year 1946-47, acreage declhied 
to 840,900. In view of the hazards involved in growing flax the farmers 
did not consider these increases suflBciently attractive for them to 
devote large acreages to its cultivation. Moreover, the prices set for 
other grains were giving producers comfortable returns. For the crop 
year of 1947-48 the price was again raised, this time to $5.00 per 
bushel, and the acreage seeded increased to 1,571,000. The yield rose 
from a low of 6,208,000 bushels in 1946 to 12,240,000 bushels. On 
March 23, 1948, the Minister of Trade and Commerce announced 
that for the crop year 1948-49 the ceiling price of $5.00 per bushel 
would be removed and a floor support price of $4.00 per bushel would 
be initiated which would only be paid if the market dropped to that 
level. The removal of the ceiling would enable the buyer and the 
seller to trade freely at priees above the support level. Export controls 
were continued, but it was stated that the Wheat Board would be able 
to make available a larger supply of flaxseed for export. The Minister 
said that there were definite signs of improvement in the world 
situation with respect to oil seeds, and that there was a distinct 
possibility that the serious shortage that had prevailed for some years 
would no longer have to be faced.** 

Up to July 31, 1946, the Wheat Board, while paying producers 
on the basis of the maximum prices established, was supplying the 
domestic market at a maximum price of $1.64 per bushel. Beginning 
with August 1,1946, it was instructed to increase the price to processors 
to $2.75, and later on in the crop year, on February 1, 1947, the price 
was further increased to $3.25 per bushel. Thus the Board had been 
selling flaxseed for eonsumption in Canada at substantially lower 
prices than were being paid by it to the producer. This was in accord 
with instructions from the Government. As a result, the Board incurred 
substantial deficits in its operations in those years when domestic 
requirements reduced export sales to a minimum. These deficits were 
absorbed by the federal treasury. During the period extending from 
March 5, 1942 to July 31, 1947, the Canadian Wheat Board acquired 
a total of 44,683,840 bushels of flaxseed. Over half of this quantity 
was sold to domestic consumers; the balance, except for small stocks 
on hand on July 31, 1947, was exported. In the crop year 1946-47, 
4,877,596 bushels were acquired and only 11,820 bushels were 
exported. The over-all result of the Government’s policy of subsidizing 
^^Winnipeg Free Press, March 25, 1948. 
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domestic consumers was a net deficit of approximately $5,728,000.*’ 
Subsidizing the domestic consumer, of course, was part and parcel of 
the Government’s general policy pursued dining the war of controlling 
prices. The Canadian W^eat Board merely acted as its agent in 
implementing its policy in this field. 

While steps were taken to encourage the production of soybeans, 
rapeseed, and sunflower seed, these proved to be comparatively small 
crops, though they helped to a small extent to relieve the critical 
vegetable oil situation. Begiiming with the crop year 1943-44 and 
continuing up to the end of the crop year 1946-47 the Board handled 
18,427,883 pounds of rapeseed and 23,250,902 pounds of sunflower 
seed. The Board also handled 92,537 bushels of Eastern Canadian 
soybeans. As part of the endeavour to keep down prices, by an 
arrangement with the Vegetable Oils Controller, Board purchases 
were resold at purchase price. 


VII 

The widening scope of the Wheat Board’s control powers during 
the war years presents some technical aspects of interest. When the 
Canadian Wheat Board, in addition to marketing wheat, was em¬ 
powered to control grain deliveries at local points, to determine the 
nature of the flow of shipments from local points to the terminals and 
to the mills, and from the terminals to the seaboard, this represented 
an expansion of its activities in depth; in brief, almost complete 
control of the movements of grain. The Dominion Government’s selec¬ 
tion of the Board to be its agency for carrying out government policy 
with respect to the marketing of coarse grains and oil seeds entailed 
expansion of a horizontal nature, or expansion in width. These 
additions to the Board’s normal functions undoubtedly fell to it on 
account of the situation created by the war, but the e£Fect was to 
reduce the field of private enterprise and to strengthen the trend 
towards state socialism in the grain trade. 

The importance of wheat supplies to the AUies, especiaUy the 
United Kingdom, during the war made it necessary that the Wheat 
Board should be in intimate touch with London and Washington with 
respect to wheat and the shipping situation. In 1936 the Board had 
appointed a European representative with headquarters in London 
whose principal duty was to promote the use ol Canadian wheat over- 

^’Canadian Wheat Board, Report, 1946-47, p. 19. 
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seas. With the onset of war this official’s services were centred on 
liaison work between the Board in Canada and the Cereals Import 
Branch of the Ministry of Food in the United Kingdom. He also 
conducted the Board’s transactions with the Treasury department of 
the United Kingdom. In 1943 large sales of wheat to the United 
States and the concentration of wartime activities in connection with 
grain in Washington made it advisable for the Board to have a repre¬ 
sentative there. The problem of transporting wheat and flour to Great 
Britain, and later to the Continent, required the closest collaboration 
with the officials of the United States and of the United Kingdom. 
In this connection, the Board’s representative at Washington served on 
the Cereals Committee of the Combined Food Board and represented 
Canada. 

Broader contacts came to the Wheat Board through the numerous 
conferences, constantly occurring, of an international nature with 
reference to the future control of wheat production, food programmes 
in the post-war years, and the distribution of supphes to destitute 
coimtries following the collapse of the enemy powers. On occasions 
of this nature, the Board, by reason of its position, represented Canada 
either on a technical or on a higher level. 

Within the Dominion the Board’s position in the marketing struc¬ 
ture of the grain trade brought it into close touch with various control 
organizations utilized by the Dominion Government, such as the War¬ 
time Prices and Trade Board and the Transport Controller. A member 
of the Wheat Board headed a committee established by the Lumber 
Controller to allocate supplies of lumber for the construction of 
additional grain storage space. In brief, the Canadian Wheat Board 
became an integral part of the system of controlled economy built 
up in Canada by the Dominion Government, chiefly by means of 
Orders-in-Council, under the powers granted to it by the War 
Measures Act. 

The magnitude of its operations stands out when one examines 
the record of producers’ marketings through the Board and the latter’s 
sales for export and domestic consumption. The volume, of course, 
varies from year to year, depending on a variety of circumstances, 
the limiting factor in producer deliveries being the size of the crop. 
From 1939 to 1944 inclusive, annual wheat production in Canada 
fluctuated between a high of 529,000,000 bushels in 1942 and 
267,000,000 bushels in 1943. The total production for the six-year 
period amounted to approximately 2,550,000,000 bushels. The largest 
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amount marketed with the Board in any one of these crop years was 
from the crop of 1940 when western producers delivered 3^,357,243 
bushels with initial payment of $268,265,988. Initial returns to pro¬ 
ducers from the 1944 crop were greater, although marketings were 
down by roughly 40,000,000 bushels. Delivery payments on this crop 
amounted to $427,916,283. This was largely because of the advance 
in the basic price of wheat to $1.25 a bushel. These figures present 
one side of the picture, the relationship of the Board to the producer. 
The other side appears in the records of the Board’s sales. As Canada 
had large surpluses of wheat throughout the war years, fluctuations 
in sales did not arise from the volume of producer marketings but 
were due to such factors as the loss of European markets by the 
advance of the enemy, the requirements for wheat in the United 
Kingdom, the availability of shipping facilities, and a feed shortage in 
the United States. Within the period covered by the crop years 1939-40 
to 1944-45 the Board sold around 1,726,000,000 bushels of wheat, of 
which 1,654,000,000 bushels was received direct from the producers; 
the balance consisted of purchases of terminal and country elevator 
overages, inter-crop transfers, deliveries through the clearing house, 
etc. This cash wheat sold for a total of $1,859,000,000, or on the 
average, approximately $1,071* per bushel. In general terms, during 
these years the Wheat Board was conducting an annual business that 
varied in magnitude from $300,000,000 to $600,000,000. For the size 
of the enterprise administrative costs were kept remarkably low. For 
the crop year 1946-47 they amounted to $1,777,062, of which $1,307,539 
was chargeable to marketing the producers’ wheat and distributing 
the final payments. 

During the strenuous years of the war the Canadian Wheat Board 
carried out the various duties delegated to it without arousing serious 
criticism. An isolated challenge to its methods of dealing with surpluses 
accruing from sales above the minimum price was an attempt by a 
producer named Oatway, acting on behalf of himself and other pro¬ 
ducers, to obtain through a court action an accounting from the Wheat 
Board covering its operations for the five years from 1938 to 1943. 
The complainant claimed that he was entitled to a share in the Board’s 
surplus for each year. The Wheat Board maintained that it was 
an agent of the Crown, entitled to all the Crovra’s prerogatives and 
accountable only to the Crown for its public actions. This view was 
sustained in the Appeal Court of Manitoba.^* Subsequently, an appeal 

‘'Winnipeg Free Press, Oct. 5, 1944. 
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was carried to the Supreme Court of Canada where it was held that 
the Orders-in-Council giving the Wheat Board power to take over all 
wheat sales and to distribute surplus moneys wiped out the previous 
action brought by Oatway. 

By the end of the war the Canadian Wheat Board was established 
in a position that had every appearance of stabihty. The producers 
appeared to be satisfied that they were being fairly dealt with by 
the Board. Even the difiBcult task the Board faced in determining 
the “authorized acres” which were the basis of the producer’s deliver¬ 
able quantity, when limitations were placed upon marketings, was 
accomplished with practically no complaints of unfair discrimination. 
Moreover, this was not because of laxity in administration, for the 
Board was prompt to prosecute attempts at evasion of the limitations 
imposed. Various farm organizations passed resolutions to the efiFect 
that the Wheat Board should be continued as the sole agency to 
market Canadian wheat. The Pool organizations were particularly 
active in whipping up support for this point of view. Resolutions 
of a similar tenor were also passed with varying degrees of support 
by the western legislatures. 

With the private grain trade the Board had ironed out most 
differences and reduced procedure in dealing with it largely to routine. 
But while the operations of the Wheat Board had been gradually 
adjusted to the use of the facilities of the private elevator companies, 
to the functions of the exporters, and to other factors in the trade, 
it would be diflBcult to prove that it had reduced the over-all cost of 
marketing Canadian wheat. Substantially, the Canadian Wheat Board 
had been superimposed on and meshed into the existing organization. 
Except in the elimination of a small number of futures grain brokers, 
no significant reduction in grain trade personnel was discernible. 

Feb. 27, 1945. 
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The British Wheat Agreement 

'ilN the past twenty years nothing in the eventful history of the Canadian 
/ grain trade has evoked sharper controversy than the British Wheat 
I Agreement negotiated in 19^. The end of the war laid upon the 
federal Government the necessity of deciding upon its future wheat 
policy. The impending disappearance of price controls found western 
wheat producers highly critical of the relatively low prices at which 
Canadian wheat under government directives was being sold to the 
United Kingdom and other countries abroad as well as to Canadian 
consumers. The growers were also anxious for some degree of stability 
in the price of their product. In Winnipeg private traders were urging 
that the futures market for wheat on the Winnipeg Crain Exchange, 
suspended in 1943, should be allowed to resume operations. These 
matters required consideration and they were closely related to the 
crucial question of the future status of the Canadian Wheat Board. 
With regard to this latter problem the Liberal administration had, on 
the whole, seemed to favour the continuance of an open market. 

The first indications of government policy appeared in the autumn 
of 1945. On September 19, 1945, the Minister of Trade and Commerce 
announced in Parliament that the Government would put a “floor” 
under wheat prices by guaranteeing a minimum price of $1.00 a bushel 
for the next five years, from August 1, 1945 to July 31, 1950. The 
Minister said that this was in return for the sale by the Canadian 
Wheat Board of wheat for export at $1.55 per bushel. He admitted 
that Canadian wheat might be sold at higher prices for a limited 
period but he said that it was in the interest of Canada and of the 
grain growers themselves that the importing countries should be able 
to continue to obtain Canadian wheat at prices not in excess of those 
prevailing at the end of hostilities. It was also announced that, for 
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the balance of the 1945-46 crop year at least, the Canadian Wheat 
Board’s advance to growers would continue at $1.25 per bushel, the 
figure at which it had been set two years previously. 

During the following months there was some criticism of the 
five-year guarantee established by the Government, mainly on the 
ground that the minimum payment had been fixed too low.' Canadian 
wheat growers, despite the measure of protection afforded, were 
becoming increasingly alarmed about the future stability of world 
prices. Abroad the international wheat situation continued to be very 
confused. The exporting countries were unable to agree upon export 
prices and the lack of credit resources in the importing countries was 
making the international price structure decidedly artificial. 

In May of 1946 an international conference of thirty-one countries 
concerned with agricultural prices met in London. At this conference 
representatives of Western Canadian farm interests were present. Mr. 
J. H. Wesson, of the Saskatchewan Pool, proposed an international 
wheat agreement. The idea was discussed by the grower and govern¬ 
ment representatives present but apparently remained merely in the 
discussion stage.* Of more importance was the fact that in the fall 
of 1945 and in January 1946 Mr. MacKinnon, Minister of Trade and 
Commerce, and Mr. Gardiner, Minister of Agriculture, were in Britain 
and are known to have discussed a long-term wheat agreement with 
the British Government. Mr. Wesson during his visit to London in 
May was also in touch with the British Minister of Food and officials 
of his department, and it appears most probable that a bilateral agree¬ 
ment came under consideration as an alternative, if there was no 
immediate prospect of launching a world wheat agreement. In June 
Mr. Wesson, in a statement in the Western Producer, referred to nego¬ 
tiations in progress between Ganada and Britain for a wheat marketing 
agreement. Until an international agreement could be achieved, he 
stated, he believed it to be in the interests of the western wheat 
growers that such an agreement with Great Britain should be reached.’ 

On June 18 the British Minister of Food, Mr. Strachey, arrived in 
Ottawa on what was termed a one-day “courtesy” call while en route 
to Washington. At the same time despatches from London reported 
that he hoped to secure a long-term wheat contract from the Canadian 
Government. From this date events began to move more rapidly. The 

^Winnipeg Free Press, March 16, 27, June 14, 1946. 

^Ibid., May 21, 23, 1946. 

Hbid., July 13, 1950. 
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negotiations were quietly carried on at Ottawa and were concluded 
by the signing of the agreement on July 24, 1946. 

Under the terms of the agreement Canada undertook to supply 
to the United Kingdom 600,000,000 bushels of wheat during the 
course of the next four crop years. She would make available 
160,000,000 bushels during the crop years of 1946-47 and of 1947-48 
and 140,000,000 bushels during the crop years of 1948-49 and of 
1949-50. The agreement further provided that if the United Kingdom 
required more wheat from Canada than the amount set out in the 
agreement any additional quantity that Canada was prepared to make 
available would be subject to the same terms as those specified. 

The agreement set out that for the crop years 1946-47 and 1947-48 
the basic price should be $1.55 per bushel for No. 1 Manitoba Northern 
wheat in store at Fort William or Port Arthur or at Vancouver or 
Churchill. In respect to wheat sold in the crop year of 1948-49 the 
stipulation was tMt the minimum basic price should not be less than 
$1.25 per bushel and for 1949-50 not less than $1.00 per bushel. The 
actual prices to be paid in these two years were to be negotiated 
annually not later than December 31, 1947 for 1948-49 and not later 
than December 31, 1948 for 1949-50. 

Clause 2 (b) of the agreement included a proviso that in deter¬ 
mining the prices for 1948-49 and for 1949-50 the United Kingdom 
would “have regard to any difference between prices paid under this 
agreement in the 1946-47 and 1947-48 crop years and the world price 
for wheat” during these two crop years. TTie “have regard to” proviso 
did not cover the last two years of the agreement except in so far 
as it was to be one of the factors entering into the negotiations 
determining the prices to be paid in 1948-49 and 1949-50. 

When the agreement was signed the world price of wheat was 
around $2.00 per bushel. Hence, the immediate reaction to it was 
one of distinct surprise that the Canadian Government should enter 
into a long-term wheat contract with the United Kingdom on the 
basis of a price that was so much below current world wheat values. 
The Government countered with the statement that the price agreed 
upon would enable it to increase the minimum floor price to producers, 
which it had announced in September of 1945, effective until July 31, 
1950. Six days after signing the agreement the Minister of Trade and 
Commerce annoimced that the initial delivery price to the producer 
for the period between August 1, 1945 and July 31, 1950 would be 
raised from $1.00 per bushel to $1.35. On the 1945-46 deliveries. 
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which had been based on a delivery payment of $1.25 per bushel, an 
additional 10 cents per bushel would be paid on all grades to bring 
the price up to the new basis of $1.35. The balance of the surplus 
from the sale of the 1945 crop was to be placed in a five-year pool, 
together with any surpluses that might accumulate from the disposal 
of the crops of 1946, 1947, 1948, and 1949. Payments on the partici¬ 
pation certificates for this five-year pool would only be made after 
July 31, 1950. 

At the same time the Minister announced a change in policy with 
respect to export sales of Canadian wheat, which were being made 
at the pegged price of $1.55 per bushel. While the price to the United 
Kingdom by virtue of the agreement would continue at $1.55 per 
bushel, a serious effort would be made to sell whatever additional 
supplies of wheat Canada had available for export at prices roughly 
corresponding to those obtained by the United States.* In the Canadian 
trade circles such wheat was known as Class II wheat while wheat 
sold to the United Kingdom was known as Class I wheat. The 
Canadian Wheat Board, in accordance with the new directive, raised 
the price of wheat for export to countries other than the United 
Kingdom from $1.55 per bushel for No. 1 Northern wheat in store 
at Fort William or Port Arthur to $2.05 per bushel. The additional 
sum accumulated from such sales was to become part of the surplus 
available for distribution at the end of the five-year pooling period. 

The significance of these measmes was that while the Government 
continued its marketing monopoly, it had placed the western wheat 
producers in a somewhat more favourable position than they had 
occupied. The guaranteed floor price had been substantially increased 
while the retroactive feature of providing a 10-cent per bushel 
additional payment on the wheat delivered during the crop year of 
1945-46 would add forthwith approximately $23,000,000 to the income 
the growers had received for that year. Finally the sale of Class II 
wheat on the basis of world value would increase the amount accumu¬ 
lating in the five-year pool. 

These developments lessened the amount of criticism to which 
the wheat agreement, if considered by itself, might have been sub¬ 
jected. They shifted attention to the immediate benefits deriving from 
the Government’s programme. The reaction, in fact, to the Govern¬ 
ment’s policy was varied, depending to a very large degree upon 
the interests affected. The producers were pleased with the prospect 
*Ibid., July 31, 1946. 
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of receiving at once an additional $23,000,000 on the 1945 crop, as 
well as the increase in initial and floor prices. Pool ofiBcials, while 
guarded in their comments, emphasized strongly the stabilizing value 
of a floor price of $1.35 per bushel and their satisfaction at the con¬ 
tinuance of the Wheat Board as the sole marketing agency. The 
private traders, on the other hand, were bitterly disappointed at 
this check to free trading and strongly criticized the agreement for 
failing to secure to the Canadian producer prices equivalent to the 
current world values for Canadian wheat. 

In Parliament the leader of the Progressive Conservative party 
described the agreement with the United Kingdom as a bad bargain, 
but nullified his criticism by saying that even this agreement was 
better than no agreement.® The C.C.F. and Social Credit parties 
supported the “principle” of the agreement. On the whole the debates 
in Parliament illustrated one weakness of government trading. The 
discussions were coloured by political considerations and the question 
whether the agreement in the light of prospective demands for wheat 
was a good contract or a bad contract was not subjected to searching 
scrutiny. This observation is almost equally true with respect to 
comments appearing in the columns of the Canadian press. Only in 
the Winnipeg Free Press and in some publications sympathetic to the 
private grain trade were the terms of the agreement condemned as 
bad business. Adverse criticisms from these quarters, however, were 
combined with such strong advocacy of free marketing that they were 
discounted as not being purely objective analyses of the merits of the 
agreement from a commercial standpoint. 

In view of the sharp fluctuations in yield per acre that occur in 
Canada from time to time the magnitude of the quantities that were 
to be delivered annually to the United Kingdom raised the question 
whether, in the event of a short crop during the period under commit¬ 
ment, Canada would be able to fulfil the terms of the agreement. 
Canada had just come through a period of bountiful yields. The 
average annual production for the five-year period 1941-46 was 
approximately 378,000,000 bushels compared with 248,000,000 bushels 
in 1933-37. TTiere could be no certainty that unfavourable conditions 
might not again reduce production. Even if suflicient wheat were 
pr<^uced to cover the contract with the United Kingdom comparatively 
slight reductions in yield per acre or in total acreage might make it 
impossible for Canada also to supply wheat to her ordinary customers 

Hbid., Aug. 15, 1946. 
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in Europe. This risk was, of course, implicit in the agreement. 

The United Kingdom was given the right to sell any surplus of 
Canadian wheat she did not require for her own consumption. This 
feature of the agreement came in for criticism on the ground that 
the average use of Canadian wheat in Britain was less than the 
supplies she would receive from Canada. It was argued that with 
world prices higher than the cost of her Canadian purchases the 
United Kingdom would have a surplus for resale in competition with 
Canada. But while conceivably odd sales of this nature might occur 
the probabilities were all against the development of a substantial 
trade on this basis. The argument failed to take into consideration 
the United Kingdom’s total wheat requirements. Over and above 
what she received from Canada the United Kingdom would still find 
it necessary to purchase a certain amount of wheat from other export¬ 
ing countries. It was estimated that her post-war requirements would 
run around 210,000,000 to 215,000,000 bushels annually.^ Hence, if she 
resold Canadian wheat for export she would have to go into the 
market to buy equivalent quantities from other exporting coimtries 
at higher prices. The more probable course appeared to be that the 
United Kingdom, particularly in view of the low price settled upon in 
the Canadian agreement and of her credit position, would tend to 
increase her consumption of Canadian wheat. 

If the general reaction in Canada to the agreement was confused 
and hesitant it was not so in the United Kingdom. The announcement 
of the terms of the contract in the British House of Commons by 
the British Minister of Food, John Strachey, drew cheers from the 
members, and the news received a favourable reception in the London 
press. Later, the Minister in a public address triumphantly declared 
that the Canadian farmers were selling their 1946 wheat to the United 
Kingdom “at nearly a dollar [a bushel] cheaper than the price they 
could get in the open market.”’ Subsequently, Mr. Strachey, reaflSrming 
in the House of Commons the historic British policy of buying cheap, 
argued that bulk purchases were the best method of obtaining supplies 
at low prices.® The Economist referred to the “size and comparative 
cheapness” of the transaction and pointed out that the price for the 
first two years was some 30 per cent below the current price in the 

oibid., June 25, 1946. 

’’Ibid., Aug. 20, 1946; an address given in Dundee, Scotland. 

'British House of Commons, Dec. 11, 1946; Hansard, coliunn 1156. See 
Winnipeg Free Press, Feb. 27, 1^7. 
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United States." The British grain trade pubhcation, the Com Trade 
News, while critical of the contract on the ground that it would 
perpetuate controls for another four years, revealed its amazement 
at the terms of the agreement in the suggestion, promptly denied at 
Ottawa, that Canada had yielded to “British pressure” in entering 
into the arrangement.'® Quite obviously the oldest and shrewdest 
traders in the world instinctively recognized that the United Kingdom, 
from its point of view, had obtained a stupendous bargain and 
wondered how it had come about. 

The correctness of their judgment about the agreement was 
steadily confirmed by the continuing upward trend of world wheat 
values. This trend was clearly shown by the record of prices quoted 
for Canadian Class II wheat, the price of which was fixed to corre¬ 
spond as nearly as possible to prices ruling in the free markets of the 
United States. The price established in August 1946 for Class II wheat 
was $2.05 per bushel or 50 cents per bushel higher than the price 
at which the United Kingdom was to obtain wheat of a similar grade 
under the agreement. Thereafter, during the course of the crop year 
the price of Class II wheat steadily rose until it reached a high point 
of $3.10 per bushel early in 1947. At this time Canada was supplying 
wheat to the United Kingdom at about one-half of its value in other 
export markets. The price of No. 1 Northern Class II wheat declined 
later on to a low of $2.05 but by the end of the crop year had risen 
again and stood at $2.56 per bushel on July 31, 1947. For the crop year 
of 1947-48 the level of prices for this wheat was generally above this 
figure; for some months it exceeded $3.00 per bushel. On account of 
the relatively small crop of 1947 the bulk of the Canadian exportable 
surplus went to the United Kingdom on the basis of $1.55 per bushel 
to satisfy the contract. Thus for the first two years under the terms 
of the agreement negotiated by the Dominion Government the bulk 
of Canadian wheat for export was being sold at a price Well below 
the international level of wheat prices." 

Meanwhile various estimates were being made in Canada of what 
the agreement had cost the producers. Some of these estimates un¬ 
doubtedly were excessive but on July 17, 1947 the Minister of Trade 
and Commerce placed the loss on the deliveries made under the agree¬ 
ment for the crop year at 77 cents per bushel. For the total deliveries 

^Economist, Aug. 3, 1946, p. 169. 

'oWinnipeg Free Press, Aug. 9, 1946. 

"Ifcid., July 25, 26, 28, 1947. 
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this was computed by oflBcials of his Department to amount to 
$123,000,000.** The term “loss” refers to the amount of money it was 
estimated the wheat producers of western Canada were deprived of 
obtaining by reason of the difference between the price fixed under 
the agreement and current export values of Canadian wheat as 
measiu-ed by the prices set by the Canadian Wheat Board for wheat 
sold by it to other countries. At the end of the second crop year of the 
agreement, the loss was computed at $206,000,000, making a total loss 
for the first two years of the agreement of approximately $330,000,000. 
The importance of the figure at this time rested upon the fact that it was 
this sum, or whatever sum negotiations between the two countries 
might settle on as the most accurate computation of the loss, that 
was to be taken into consideration in setting the prices for the remain¬ 
ing two years of the contract. 

In view of the obvious losses incurred by the producers under the 
contract during the first two years the question of how well the 
“have regard to” proviso included in the document would stand up 
under the conditions of actual negotiations became of crucial impor¬ 
tance to them. When the agreement was signed the generality and 
vagueness of the British undertaking had not escaped notice altogether. 
The Com Trade News observed that this proviso was “dangerously 
open to differences of interpretation”'*—an observation that was 
abundandy confirmed by subsequent events. In Canada the interpreta¬ 
tion gained currency that the United Kingdom would recoup the 
Canadian producer during the last two years of the agreement for 
losses incurred under its terms during the first two years. For this 
interpretation responsibility chiefly attaches to Mr. Gardiner, Canada’s 
Minister of Agriculture, but also to some degree to Mr. Strachey, the 
British Minister of Food.'^ Mr. Gardiner, in an address at MacGregor, 
Manitoba, on July 23, 1947, declared: “. . . as soon as the size of the 
new crop is known negotiations will be opened with Great Britain 
to estabhsh a price for the farmer for his 1948 crop and also 1949 
crop. This price will be established under the terms of the contract 
which takes under consideration any losses which may have resulted 
during the first two years by accepting $1.55.” Two days later at 
Dauphin he expressed the opinion that Canadian wheat growers would 
receive returns higher “than even the world price” on the latter period 


'*7fc<d., July 24, 1947; July 28, 1948. 
mbid., Aug. 9, 1948. 

^*lbid., Feb. 27, 1947. 
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of the contract.These assurances, though received with some 
scepticism, heightened interest in the outcome of the pending negotia¬ 
tions. 

According to the agreement the price to prevail for the third year 
was to be negotiated not later than December 31, 1947. Although the 
negotiations which had led to the agreement technically fell within 
the scope of the Department of Trade and Commerce, actually, except 
in the preliminary stages, they had been conducted by the Minister of 
Agriculture. This fact the Minister of Trade and Commerce was 
careful to make clear when questioned in the House of Commons, 
although the instrument was signed by him on behalf of Canada.’® 
Discussions were begun in England by Mr. Gardiner and completed 
by negotiations continued in Canada by cable after Mr. Gardiner’s 
return. On October 1, 1947 the Prime Minister, Mr. Mackenzie King, 
announced that $2.00 per bushel had been agreed upon as the price 
for Canadian wheat to be sold under the contract to the United 
Kingdom for the crop year of 1948-49. The new price of $2.00 per 
bushel became effective on August 1, 1948. 

The text of the Prime Minister’s announcement included the state¬ 
ment that in determining the price both parties recognized the obli¬ 
gation contained in the contract to give regard to the difference in 
the first two years between world prices and the price paid to Canada 
under the Agreement.” While the official statement issued by the 
Ministry of Food at London contained no reference to the “have 
regard to” proviso it said: “The United Kingdom Government has 
recognized that in the present world conditions a price somewhat 
higher than the price of $1.55 per bushel fixed under the contract 
for the present year would be equitable.”’® To this may be added a 
further paragraph from Mr. King’s statement: “The Govenunent is 
satisfied that the considerations which have prompted the United 
Kingdom Government to offer and the Canadian Government to accept 
a price of $2 per bushel for 1948-49 will apply fully and in the same 
spirit in the negotiations for the settlement of the prices to be paid 
in 1949.”’® 

However, at the time that the price was settled upon for the 1948-49 
crop year the current price for exports of Class II Canadian wheat was 
around $3.15 per bushel. When the agreement was signed in 1946 for 

^^Ibid., July 25, 26, 1947. July 28, 1947. 

Oct. 2, 1947. ^Hbid. 

'HUd. 
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the first two years the discrepancy between current world prices and 
the agreement price was approximately 50 cents per bushel. Under 
the new agreement covering 1948-49 the discrepancy at the time the 
price was fixed was approximately $1.15 per bushel. While improving 
conditions in Europe were not unlikely to result in some decline in 
world wheat values in the ten-month interval between the signing 
of the agreement and the date it would become effective, Class II 
Canadian wheat for export would have to fall over $1.00 per bushel 
before the United Kingdom would be paying for Class I wheat on 
the basis of the going free market price. Under the circumstances 
it is diflScult to see in what manner regard had been had to recouping 
the western wheat producers for losses incurred during the first two 
years of the agreement. But even if, as was stated, the principle was 
recognized, the outcome did not offer much comfort to them. A 
moderate decline did occur in world values, but the Board’s selling 
price for Class II wheat during the crop year 1948-49 varied from 
a high of $2.48 per bushel to a low of $1.91; the average selling price 
was $2.23. On the same basis of calculation as employed for the first 
two years, the loss on the third year of the contract was $27,000,000. 

In March 1948, by an amendment to the Canadian Wheat Board 
Act, the Government took power, hitherto held by Parliament, to 
make periodic advances in the initial wheat payments.^'^ Under this 
legislation it subsequently increased the initial payment from $1.35 to 
$1.55 per bushel retroactive to 1945. The amount meant a distribution 
to the growers of approximately $155,000,000. Decision to increase 
the payment was based partly on the higher price of $2.00 for the 
crop year 1948-49 settled upon under the contract and partly on 
account of the funds accumulating with the Wheat Board as a result 
of its sales of Class II wheat on the world’s markets.^’® Withholding 
returns over the minimum price for the entire five-year pool period 
had never been popular with the producers and making the change 
retroactive from 19^ would give them in effect a substantial interim 
payment and a higher delivery payment thereafter. 

With respect to the basis of the $2.00 price determined upon, 
regard must be paid to a curious statement made by the Minister 
of Agriculture at Lethbridge, Alberta, on January 15, 1948. Mr. 
Gardiner is reported to have said that the price of $2.00 per bushel 


July 10, 1950; Canadian Wheat Board, Report, 1949-50, p. 10. 
^‘Statutes of Canada, 1948, c. 4. 

^^WintUpeg Free Press, March 26, May 6, 1948. 
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was agreed to in order to establish parity between prices for British 
home-grown wheat and the cost of Canadian wheat laid down in 
Britain; the British fanner received $2.50 per bushel for his domestic 
production and the cost of shipping Canadian wheat from Fort 
William to Britain varied between 40 and 50 cents per bushel.** If 
this explanation for the price settled upon is correct it must be pointed 
out that there is nothing in the contract to indicate or require such 
a basis. Nor, as far as Canada was concerned, was its relevancy 
apparent. 

If a strong buyers’ market had appeared to be impending a price 
of $2.00 per bushel might represent some concession by the United 
Kingdom to Canadian claims. But this was not the situation at the 
time negotiations occurred. The world was being warned by experts 
that exportable surpluses of food grains were still in very short supply. 
On July 28, 1947, W. C. McNamara, Assistant Chief Commissioner of 
the Canadian Wheat Board, estimated a potential deficit of “close 
to 400,000,000 bushels” of wheat and coarse grains suitable for human 
consumption. In his view, the situation would be as serious as, if 
not more serious than, it was in the preceding year or had been since 
the end of the war.** On August 18, 1947, Dr. Dennis A. Fitzgerald, 
Secretary-General of the International Food Council, said that the bum¬ 
per crop harvested by the United States would not offset the great de¬ 
clines in Canadian and European crops. The world food situation would 
continue to be very difiBcult. On August 26, 1947, the Department of 
Agriculture of the United States Government estimated that the world’s 
wheat carryover was the smallest in eight years and there was a 
possibility that deficit nations would have to scrape along with even 
less wheat than they had expected from exporting countries.** The 
broad result of the 1947 negotiations was that the United Kingdom 
was apparently able to increase the margin of protection that she had 
obtained in the original agreement against the possibility of a decline 
in world wheat values. 

Conditions were not as favourable to the Canadian negotiators 
when the time came in the fall of 1948 to settle upon the price at which 
wheat deliveries to the United Kingdom would be made for the crop 
year 1949-50, the final year of the contract. Large and in some instances 
bumper crops had been garnered by practically all the large wheat 
producing countries and the sellers’ market of the previous years was 
showing signs of becoming a buyers’ market. In the United States, 

mhid., Jan. 17, 1948. ^*lhid., July 30, 1947. mhid., Aug. 19, 27, 1947. 
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particularly, an immense reserve of wheat was accumulating and under 
the European Recovery Programme that country was assisting the 
dollar-famished importing countries to make purchases. The re-election 
of President Truman had led to a revival of interest in a world wheat 
agreement and steps were going forward in Washington to convene 
another world wheat conference. In the United Kingdom domestic 
controversies over food and finance slowed down British initiative.^'® 

In 1947 the agreement between Canada and the United Kingdom 
covering 1948-49 had been reached by October 1 but in 1948 after 
preliminary unsatisfactory financial explorations negotiations lapsed 
for some weeks and it was not until early in December that Mr. 
Gardiner went to England to conclude a settlement. Canadian wheat 
producers were fully aware of the importance of the decision to be 
reached. The stage of the contract had now arrived when it appeared 
that final consideration would have to be given to the “have regard 
to” proviso with respect to the losses incurred in the first two years 
of the contract. Negotiations continued through December into 
January of 1949. It was reported that the the Canadian Government 
had asked for a basic price of $2.00 per bushel plus an adjustment to 
cover part of the loss sustained by the producers during the first two 
years of the contract. The British were said to have offered to continue 
the price of $2.00 for the first six months of 1949-50, after which a 
new price would be negotiated, which would take into consideration 
any offset to the losses sustained during the first two years that might 
have occurred during the first six months through a decline in world 
prices. Late in December Mr. Gardiner, the Canadian Minister of 
Agriculture, indicated that an extension of the agreement was under 
consideration, which, however, did not eventuate. 

On January 20, 1949 Prime Minister St. Laurent announced that 
without attempting to reach a final settlement on the obhgations of 
the United Kingdom under clause 2 (b) of the agreement the two 
governments had settled upon a price of $2.00 per bushel. The dis¬ 
crepancy between the agreed price and the current price at which 
Canadian wheat was offered for sale in the free market was now 
31 cents per bushel. The official statement also said that the two 
governments had agreed that their representatives would meet not 
later than July 31, 1950 to settle any obligations of the United Kingdom 
which might then be outstanding under clause 2 (b) of the agreement. 
The statement added that “the extent to which any such obligation 
^oJbid., Nov. 18, Dec. 2, 9, 28, 1948. 
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will remain will depend largely upon the actual prices ruling for wheat 
during 1949-50.” Tlie problem of compensation under the agreement 
thus was shelved until the contract was running out of its term.*' 

Mr. Gardiner, who had represented the Dominion Government 
in the negotiations at London, said this was “just exactly what I asked 
for when I went to London.” He said the establishment of a current 
price was “the natural thing since no one can tell what’s going to 
happen 18 months ahead.”** Deferring the question of compensation 
for losses sustained on the first two years of the contract until its 
termination was not an unreasonable decision since the two parties 
would then have practically complete data for the whole period 
covered by the agreement. In view of the improved conditions of 
production in Europe, the large surplus piling up in the United 
States, and the price levels being discussed in connection with a new 
international wheat agreement, it appeared possible that before the 
end of the contract wheat would become available to importing 
countries at a price below $2.00 per bushel. This possibility appears 
to have been taken into consideration when agreement was reached. 
However, during the crop year 1949-50 Class II wheat sold as high 
as $2.41 per bushel and as low as $2.04 with an average price of 
$2.16. In none of the four years covered by the agreement did the 
average annual price of Class II wheat fall below the agreed price. 

During the last year of the agreement there were elements in the 
situation that make it difficult to calculate the results of differences 
in price between wheat sold to the United Kingdom and wheat sold 
to other countries. In March 1949 Canada signed the International 
Wheat Agreement. Under this agreement the minimum and maximum 
prices for the crop year 1949-50 were $1.50 and $1.80 per bushel. 
In September 1949, when the Canadian Government devalued the 
Canadian dollar, the maximum price of No. 1 Northern wheat in 
store Fort William for purposes of the international agreement was 
adjusted to $1.98 per bushel. The International Wheat Agreement 
made provision for the recognition of prior sales agreements between 
signatory countries. Hence, most of the wheat which Canada supplied 
to the United Kingdom under the prior agreement, while recorded 
by the International Wheat Council, was subject to the prices agreed 
upon by Canada and the United Kingdom in January 1949.*“ 

^nbid., Jan. 21, 1949. 

mbid. 

^“Canadian Wheat Board, Report, 1949-50, p. 2. 



THE BRITISH WHEAT AGREEMENT 


132 

Had it not been for her commitment, the United Kingdom would 
have been able to buy wheat from Canada or elsewhere in 1949-50 
under the International Wheat Agreement at prices below those settled 
upon for the last year of the British Wheat Agreement. Gains accruing 
to Canada as a result of this situation may be roughly equated against 
the loss sustained during the crop year 1948-49. The net gain or loss 
on sales made under the contract dming these two years is only 
significant in so far as it represents a deduction from or an addition 
to the loss sustained during the years 1946-47 and 1947-48. 

The deferment of a final settlement until near the end of the 
contract period stimulated discussion over the amount of compensation 
that might be received. Some idea of what the growers would have 
considered a fair settlement at this time may be gleaned from a 
statement made by the Chairman of the Alberta Pool in December 
of 1948 when negotiations over the price for 1949-50 were in progress. 
He said that the farmers knew that wheat sold on world markets 
by other countries had brought high prices in recent years. Western 
producers had not been so greedy and he did think they were 
entitled to some consideration. He declared that Western Canadian 
grain growers should get a minimum of $2.00 per bushel basis No. 1 
Northern Fort William, for all wheat delivered from the 1945 to 1949 
crops inclusive.*” 

No doubt to allay the rising feeling in the West, on February 24, 
1949 the Government announced an increase of the initial basic price 
to the producers from $1.55 per bushel to $1.75. This price would 
apply on all wheat delivered to the five-year pool from August 1, 
1945 to July 31, 1950. It was estimated that the producers would 
benefit to the extent of about $214,000,000. In making his annoimce- 
ment, Mr. C. D. Howe, who was now Minister of Trade and Com¬ 
merce, referred to the substantial operating surplus held by the 
Canadian Wheat Board. Various factors had contributed to this 
surplus; the increase to $2.00 in the selling price to the United 
Kingdom for the last two years of the contract; substantial export 
sales made to countries other than the United Kingdom at prices in 
excess of $2.00, and also the recent increase in the price of wheat for 
domestic purposes to $2.00 per bushel. For these reasons, he said, the 
Government had been able to raise the initial price to the Cana¬ 
dian producer.*^ 

'“Winnipeg Free Press, Dec. 24, 1948. 

'JJbid., Feb. 25, 1949. 
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In May of 1950 Mr. Howe entered upon wheat talks in London 
with the British Government. On his return he announced that the 
bilateral agreement with the United Kingdom would terminate at 
the end of the four-year agreement on July 31, 1950.*“ This news was 
not unexpected since the International \^eat Agreement, to which 
both countries were signatories, was now functioning. What was not 
expected was his further statement a week later, in reply to a question 
in the House of Commons, that there would be no fiirther settlement 
from the British Government under clause 2 (b) of the current con¬ 
tract. Mr. Howe said that “the United Kingdom took the strong 
position that it had fufilled all its obligations under that clause.”** 
From figures submitted to the House of Commons’ committee on 
agriculture by oflBcers of the Wheat Board it appeared that western 
wheat growers could expect a final payment of something like 5 or 6 
cents a bushel when the five-year pool was closed out in the autumn. 
This would bring the total payment per bushel to $1.80, or slightly 
over, on the 1,427,588,090 bushels of wheat delivered to the Canadian 
Wheat Board between August 1, 1945 and July 31, 1950.** 

Proponents of the Wheat Agreement had pinned their faith to 
the “have regard to” proviso as protection against losses arising out 
of the contract. When it became Imown that the United Kingdom was 
not prepared to make any further payment there was a heavy ground 
swell of disappointment in the western wheat-growing area. It was 
not long before a delegation of western wheat growers appeared in 
Ottawa and appealed to the Government to make the final payment 
25 cents a bushel. It was known that Liberal members of Parliament 
were active in suggesting that the final payment should be brought 
up to 12 or 15 cents. Private traders, who favoured the maintenance 
of the Wirmipeg Grain Exchange and who had always been opposed 
to the agreement, stressed the losses that had been incurred under a 
bulk marketing agreement. Estimates of the loss went aU the way up 
to $600,000,000. Western newspapers devoted columns to the contro¬ 
versy. In Parliament itself discussion of the pact led to sharp debates. 
Although there had been no really forthright opposition, except from 
a few individual members, when the agreement came originally before 
the House of Commons, the Opposition parties emphasized the respon¬ 
sibility of the Government for its outcome. To Opposition charges that 
the wheat producers had lost $600,000,000 Mr. Howe replied that the 
Government would give consideration to the "alleged” loss when the 
oHbid., May 29, 30. 1950. ‘Ubid., June 6, 1950. »*Ibid., June 9, 1950. 
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pool was settled towards the end of the year.*' There the matter 
rested officially, but in the country controversy continued with attempts 
being made to assess the responsibility for the agreement as between 
the Government and the farm organizations themselves. 

As the time approached when a final payment from the Canadian 
Wheat Board might be expected a new development occurred. In an 
address at Regina to the Saskatchewan Wheat Pool delegates on 
November 17, 1950, Mr. Gardiner, Minister of Agriculture, said a 
further payment by Britain under the four-year agreement was still 
under discussion. “AU I am going to say,” Mr. Gardiner is quoted 
as declaring, “is that I don’t think the gap has been completely closed 
and we will go on with discussions and see if there can be some 
conclusion arrived at which will be satisfactory not only to the farmers 
of the west and the Government of Canada but the Government of 
Great Britain as well.”^* Nevertheless, discontent was increasing in the 
West. Late in December the western Wheat Pools, which had been 
strong supporters of the agreement, made known that they had asked 
the Dominion Government for a final payment of 15 cents per bushel.®^ 

In February the Dominion Government sent Mr. Gardiner to 
London in another attempt to obtain reimbursement for the loss tmder 
the four-year agreement. Mr. Gardiner was unsuccessful. The British 
Government made it clear that it was firm in its decision that it was 
not under any obligation to make any further payment.’® On March 2, 
1951, Prime Minister St. Laurent announced his Government’s decision. 
He said it had decided to pay a federal subsidy of $65,000,000 to the 
western wheat farmers to compensate them for losses under the 
agreement. This amount plus the balance in the Canadian Wheat 
Board’s account for five years’ sales would make possible a final pay¬ 
ment of 8.3 cents per bushel.®® The net result of this decision was 
that the wheat producers in the five years from 1945-46 to 1949-50 
inclusive would receive on their deliveries an average basic price of 
$1,833 per bushel. This would bring the total final payment to 
approximately $120,000,000. 

The Government’s decision satisfied no one. Western Liberal 
members were keenly disappointed that the amount provided was not 
larger. A number of private members on both sides of the House were 
opposed to a payment of $65,000,000 to the western wheat producers 

June 27, 1950. »»Ib{d., Nov. 17, 1950. 

^nbid., Dec. 30, 1950. mbid., Feb. 19, 23, 24, 1951. 

^Hbid, March 3. 1951. 
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merely because they had not realized as much as they believed they 
were entitled to under the contract. The Social Credit and C.C.F. 
parties contended that the final payment should be 25 cents a bushel. 
The Progressive Conservatives, while not taking the position that no 
subsidy should be paid, charged the Government with colossal 
blunders in conducting its bulk-marketing operations. With the other 
Opposition parties they castigated any suggestion that the United 
Kingdom was partly at fault and enlarged upon differences in the 
statements made in respect to the final negotiations by the Minister 
of Agriculture, Mr. Gardiner, and the Minister of Trade and Com¬ 
merce, Mr. Howe.*” 

The most effective defence of the agreement on behalf of the 
Government was made by Mr. Howe. He described the five-year 
pool and the British Wheat Agreement as “an experiment in stability.” 
Everyone recognized there were risks on both sides in such an agree¬ 
ment but the results of the Government’s policy had been that 
Canadian wheat producers were paid on the basis of $1,833 per bushel 
for five successive crop years. The agreement had been of importance 
in influencing the United States Government to permit the use of 
Marshall Aid funds by the United Kingdom to buy Canadian wheat 
Personally, he thought it was a mistake that there should have been 
included in the agreement such a loosely worded “have regard to” 
clause. Nevertheless, an agreement that was not subject to legal 
interpretation must inevitably be interpreted by the party doing the 
paying. He could not conscientiously say that the United Kingdom 
was in default under the agreement and he deplored the suggestion 
that the United Kingdom had not played fair with the Canadian 
people.” With its large majority in the House the Government easily 
defeated a motion censuring it for mishandling the sale of wheat 
since the negotiation of the agreement. 

In Western Canada provincial political leaders “sounded off” on 
the inadequacy of the final settlement. The three Wheat Pools, meet¬ 
ing at Regina, issued a statement which said that the wheat farmers 
of Western Canada should not be made to suffer through the failure 
of the British Government to fulfil the terms of the agreement as it 
was interpreted to them by cabinet ministers of both the United 

protracted debate in the House ended on March 16; see Winnipeg Free 
Press, March 17, 1951. 

*^Canada, House of Commons Debates, March 12, 1951, p. 1168. 
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Kingdom and Canada/* Although Prime Minister St. Laurent told a 
delegation from the three prairie farm unions that a further payment 
from the federal treasury was out of the question** demands for an 
increased payment continued to be pressed and these demands are 
shaping up as a first-class pohtical issue in the Prairie Provinces. 

Very wide discrepancies exist between the estimates that have 
been made of the total monetary loss incurred. It has been argued 
that some allowance should be made for the possibihty that if no 
agreement had been entered upon Canada might not have sold her 
export surpluses at the prices she was able to obtain for Class II 
wheat, that without the contract the United Kingdom might have 
reduced her bread quota, leaving Canada and other exporting countries 
with larger stocks to sell elsewhere, and that this might have reduced 
the level of world prices. But in view of the fact that the United 
Kingdom was down practically to bed-rock in food requirements with 
an acute world shortage of wheat and urgent demands for it in all 
deficit countries, it does not appear hkely that the British Wheat 
Agreement had any significant effect on the prices of wheat outside its 
scope. 

On the basis of the calculations made by the officials of the 
Department of Trade and Commerce the loss incurred during the 
first two years of the contract was about $330,000,000.** This figure 
has been widely accepted. Against this amount Mr. Gardiner said in 
the House: “I had taken the position all through the negotiations in 
1947 and 1948 for further payments as a result of any losses that 
might have been taken in the first two years that we did not agree 
that there had been a loss of $330,000,000 on any basis that you like 
to take it.... On the most favourable terms to Great Britain we figured 
the actual loss to be $166,000,000.” Mr. Gardiner said that this loss 
had been computed by taking the actual figures that the United States 
farmers got for their wheat during the period and comparing them 
with the actual figures the Canadian farmers got for their wheat.** 
It is possible that the wide discrepancy between these two estimates 
might be accounted for partly by one estimate being based on “the 
most favourable terms to Great Britain” and the other on the terms 
most favourable to the western wheat producers. Beyond doubt there 

*^Winnipeg Free Tress, March 8, 1951. 

April 9, 1951. 

**See p. 126. 

*^Canada, House of Commons Debates, March 9, 1951, p. 1122. 
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are pitfalls in mathematical calculations in a complicated problem of 
this nature. Intangibles enter into the situation and implicit 
assumptions creep in. It is unlikely that common agreement on the 
amount of the loss sustained ever can be reached. The best that can 
be said is that we have a very rough indication of the order of its 
magnitude. 

The much higher estimates of loss ranging from $500,000,000 to 
$700,000,000 that have been made cover wider ground than the losses 
incurred under the contract during the first two years of its operations, 
Mr, Ross, Progressive Conservative member for Souris, Manitoba, said 
that “on the entire contract the loss is estimated at close to $500,000,000.” 
He held the Wheat Agreement responsible for losses suffered by the 
wheat producers in the domestic market because after September 
1946, when other producers and wage earners were being freed from 
price controls, wheat continued to be sold to Canadians at less than 
world prices.*" The western Wheat Pools allege that this policy resulted 
in an additional loss to western wheat growers of $^,000,000. Mr. 
Stanley Jones, President of the Winnipeg Grain Exchange, said that 
a computation based on the Wheat Board’s Class II wheat prices for 
the period of the five-year pool indicated that “the western farmers 
lost more than $700,000,000 by not being able to sell on the free 
world market.”*' 

Whether the monetary loss was $330,000,000, or greater or less, the 
sum does not take into consideration the sense of security and stability 
(even if not fully warranted) which a guaranteed floor price gave to 
the wheat producers—an item which escapes monetary valuation. The 
advantages of a stabilized price to the producer were strongly empha¬ 
sized by oflScials of the Wheat Pools and by the president of the 
Canadian Federation of Agriculture. AVhen the Canadian Government, 
underwriting the risk it had assumed when it guaranteed a five-year 
floor price of $1.00 a bushel on wheat, concluded the agreement with 
the United Kingdom it was able to increase the delivery price to 
the producer from $1.25 to $1.35 per bushel. It will be noted that 
the minimum prices agreed upon for the total quantity of 600,000,000 
bushels to be sold to the United Kingdom averaged out to just over 
$1.35 per bushel. 

The United Kingdom in becoming the chief risk-bearer in the 
transaction could reasonably claim that, if losses accrued to Canada, 

^oibid., March 8, 1951, p. 1054. 

*'Winnipeg Free Press, March 10, 1951. 
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a deduction should be made in reaching a final settlement for the 
value of this service. But with such a contract there is no actuarial 
basis upon which the risk could be measured and valued. In the final 
analysis the prices agreed to in the contract represented a speculation 
about future supplies of wheat and the prices at which they would 
sell. On estimates of this sort it is obvious that diflFerent people would 
hold diflFerent opinions. The vagueness of the “have regard to” proviso 
reflects this situation and lies at the base of any ill feeling that has 
been engendered through disappointment over the United Kingdom’s 
final settlement with Canada. 

However, the importance to the wheat producer of an agreement 
fixing wheat prices for an extended period into the future has been 
greatly overrated. When an attempt is made to stabilize his net 
income, cost factors must be taken into consideration. As it turned 
out in this instance the value of a guaranteed minimum price for 
wheat for five years was greatly lessened by the fact that the Canadian 
wheat producers’ costs were rising steadily as part of an inflationary 
spiral. The index number measuring the cost of farm operations in 
Western Canada, basis 1935-39, 100, reported as of August 1946, was 
160.3 and as of August 1950, 213.7. Meanwhile the index for farm living 
costs for the same period advanced from 130.3 to 183.1.‘® Furthermore, 
because of the substantial quantities of wheat over and above the 
amount sold to the United Kingdom which the Wheat Board was able 
to dispose of at higher prices, much larger distributions were made 
to the growers than would have been possible if all the wheat exported 
during the period had been sold at the prices set under the agreement. 

All of the reasons why the Canadian Government, in an era of 
scarcity and high world wheat prices, should have approached the 
British Government with the oflFer of a wheat agreement cannot be 
established with certainty. Admittedly, one consideration was the 
desire of the Government to increase the five-year guarantee of a 
floor price of $1.00 per bushel given in September of 1945 to a higher 
level without incurring the risk of a drain upon the federal treasury. 
Conditions existing in the Canadian political situation appear to 
have been influential also in leading the Government to come to 
the decision. It was well known that Ae pool organizations were con- 

<»Doininion Bureau of Statistics, Prices Section, Prices and Price Indexes, 
1944-1947 (Ottawa, 1948), p. 53; Dominion Bureau of Statistics, Labour and 
Prices Division, Price Index Numbers of Commodities and Services Used by 
Farmers, Aug. 1950, p. 2. 
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ducting a strong agitation for the continuance of the Canadian Wheat 
Board as the sole agency for marketing Canadian wheat and were 
exerting continuous pressure upon the federal Minister of Agriculture 
in that direction. The policy of government marketing was also being 
advocated strongly by the C.C.F. The C.C.F. had been making heavy 
inroads into Liberal representation in the House of Commons from 
Saskatchewan, a province from which the Liberal party had drawn 
a large part of its western strength. Undoubtedly it desired to regain 
its position there. Moreover, for many years the Pools had been active 
in promoting international conferences with a view to obtaining a 
world agreement regulating exportable surpluses and export prices. 
Failing die achievement of a world wheat agreement, an arrangement 
with the United Kingdom, Canada’s leading customer, covering a 
period of time would go a considerable distance towards meeting their 
wishes. Hence, an advantageous wheat contract with the United 
Kingdom might be counted upon to satisfy substantially the large 
body of opinion represented by the Saskatchewan Wheat Pool and 
work to the advantage of the Liberal party in Saskatchewan, the 
Minister of Agriculture’s home province. 

Probably also some weight should be attributed to the view that if 
Canadian wheat prices rose sharply to the level of world values the 
effect would be to accelerate the inflationary trend in the Canadian 
level of prices which the Government was endeavouring to hold in 
check. A rise would occur directly through an increase in the price of 
bread to the Canadian consumer as price controls were relaxed. In¬ 
directly, also, forces would be set in motion that would tend to 
inerease the price of other foods. Additional purchasing power would 
be placed in the pockets of the wheat producers. Moreover, a sharp 
increase in wheat prices would almost certainly lead to the diversion 
of western farm acreage into wheat and away from the production of 
coarse grains. This would mean a reduced supply of these grains with 
a corresponding rise in their value which necessarily would affect 
the cost of dairy and meat products to Canadian consumers and 
would also, incidentally, reduce the quantities of animal food stuffs 
and cheese available for export. Wheat prices were a key factor in the 
general structure of Canadian prices which determined the cost of 
living in Canada. 

When the contract was negotiated, and later when the price for 
the 1948 crop was determined, British newspapers particularly, com¬ 
menting upon the advantages of the terms of the agreement from a 



THE BRITISH WHEAT AGREEMENT 


140 

British standpoint, suggested that Canada was coming to the-relief 
of the United Kingdom. It is conceivable that in view of the United 
Kingdom s difficult dollar problem there may have been a disposition 
by the Canadian Government to extend to Britain some aid in this 
way, but there is little evidence to support this view. The agreement 
was commended by its supporters on other grounds. But if considera¬ 
tions of this nature were a factor in Canada’s agreeing to sell Canadian 
wheat cheap to the United Kingdom they were hardly fair to 
Canadian wheat producers since upon them was placed the burden 
of Canadian generosity instead of upon the Canadian people as a 
whole. 

Another advantage of the agreement was that it enabled the 
Government to postpone making a final decision about whether the 
Canadian Wheat Board was to become the sole agency henceforth 
in marketing Canadian wheat. The decision it was faced with was 
whether to allow the Wheat Board to revert to its previous status 
of a stand-by emergency organization ready, by being willing to 
receive wheat from the producer at a given fixed initial payment, 
to guarantee a basic minimum price, or, alternatively, to endeavour 
to continue the Wheat Board as a compulsory marketing board through 
which all Canadian wheat would be marketed and sold. The first 
alternative meant a return to the open market; the second meant 
the continuance of a government monopoly. 

The assumption of emergency powers under the War Measmes 
Act of 1914 by the Canadian Government on the outbreak of war in 
1939 had had the effect of overcoming for the time being constitutional 
obstacles to an expansion of the functions of the Canadian Wheat 
Board. Hence, the Government was able to utilize the Board as an 
important part of the system of controlled economy that prevailed 
in Canada during the course of the struggle. But as much of the 
authority the Board exercised was conferred upon it by Orders-in- 
Council which derived their validity from the War Measures Act 
it was obvious that the disappearance of emergency powers with the 
coming of peace would immediately raise the question of the Board’s 
future status. It was widely recognized that this would necessitate one 
of the most important decisions on future policy that would confront 
the Government at the close of the war. 

Traditional Liberal policy favoured the maintenance of free com¬ 
petition in the marketing of Canada’s greatest cereal crop, and with 
that a continuance of the futures market. When the Bennett Govern- 
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ment in 1935 introduced the original bill to establish the Canadian 
Crain Board, providing for a government monopoly in grain market¬ 
ing which would make it impossible for the futures market to function, 
the measure was fought strenuously by the Liberal Opposition in 
Parliament The Liberals favoured a temporary board to take over 
the McFarland holdings and to liquidate them as fast as possible. 
Hon. J. L. Ralston, chief spokesman for the Opposition on this issue, 
indeed urged the Government to insert a clause in the bill to indicate 
that it was an emergency measure and to provide that it would 
automatically lapse at the end of a year unless renewed by Parlia¬ 
ment. As a result of the storm of criticism raised in both the House 
of Commons and in the country, the Government provided for the 
compulsory clauses to be held in abeyance; thus in effect it withdrew 
from its original position. The amended bill, frankly described by 
Premier Bennett as “a fair compromise,” confined the Board’s opera¬ 
tions to wheat and authorized it to “utilize and employ without 
discrimination” existing marketing agencies.^* This was regarded by 
the Liberal party as a partial victory for its policy. 

In 1939, after the Royal Grain Inquiry Gommission of 1938, which 
had been appointed to inquire into the operations of the Government 
in marketing wheat and to recommend a permanent wheat marketing 
policy for Canada, reported against the establishment of a compul¬ 
sory wheat board, the Liberal administration accepted its recommen¬ 
dations and in due course announced a new wheat marketing policy.'® 
Mr. Gardiner, the Minister of Agriculture, outlined the new poUcy 
to the House of Commons and said that three years’ experience with 
the Wheat Board Act of 1935 had shown that it was legislation which 
could only be helpful with a marketing emergency and could not 
form the basis of a permanent system of marketing. He announced 
that the Government intended to carry out as far as possible the 
recommendations contained in the Gommission’s report and quoted 
the Commissioner’s conclusion “that the Government should remain 
out of the grain trade and that our wheat should be marketed by 
means of the futures market system.” However, on account of the 
vigorous opposition of western members the Government did not 
find it possible to go as far as it had indicated it wished to go and 
retained the Board as a voluntary emergency organization.®^ 

‘^Winnipeg Free Press, June 14, July 5, 1935. 

Feb. 17. 1939. 

“'See above, pp. 48-7. 
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During the period in which the controls instituted under war 
conditions were in efiFect, the Government made no definite declaration 
of general policy. In 1945 Parliament passed the National Emergency 
Transitional Powers Act which continued certain powers the Govern¬ 
ment had exercised under the War Measures Act up to or into 1947. 
This measure gave the Government an additional period to consider 
and decide upon the permanent policy it wished to adopt. 

In May of 1946, speaking on a bill introduced by a private member 
which would indirectly almlish the Winnipeg Grain Exchange, the 
Minister of Trade and Commerce declared that until the policies 
of importing countries became more clearly defined it would be a 
mistake on Canada’s part to destroy the private trade of Canada. 
He said he considered it a very bad pohcy for Canada to define its 
future policy with rigidity. Referring to the section in the Canadian 
Wheat Boa^ Act which safeguarded the position of the Exchange, 
he pointed out that it was a section that had been retained without 
change since the Board was first established, and was, therefore, 
the policy of both the Liberal and the Conservative parties. That the 
Government did not feel necessarily bound by this section could be 
inferred, however, from his further statement that it might be a 
disservice to wheat producers to chng to some arbitrary and inflexible 
method which failed to take into account changing circumstances of 
the world markets." 

Not until the negotiation of the British Wheat Agreement were 
any marketing arrangements entered into by the Government that 
would prejudice an early re-establishment of an open market for 
Canadian wheat. But with the signing of the agreement a new 
situation was created which raised the question whether the Govern¬ 
ment was shifting away from its previous pohcy and was prepared 
to consohdate the position of the \^eat Board as a permanent mono¬ 
poly. It was at once recognized that the contract with the United 
Kingdom imphed the continued closing of the futures market of the 
Winnipeg Grain Exchange. When queried at a press conference the 
Minister of Trade and Commerce agreed, but held that this did 
not necessarily mean closure of the other functions of the Exchange. 

Since the period of time which the agreement covered extended 
beyond that of any likely continuing national emergency arising out 
of the war, it was clear that constitutional grounds would have to 
be found by the Government to validate, under conditions of peace, 

»*W<nnIpeg Free Press, May 18, 1946. 
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this encroachment upon the powers of the Canadian provinces. A 
constitutional basis could be found in several decisions of the Privy 
Council which had held that in certain instances, in order to fulfil 
obligations assumed under agreements with other countries, the Parlia¬ 
ment of Canada could extend its powers of control into the provincial 
field.'* At the time the wheat agreement was signed, the Minister 
of Trade and Commerce merely stated in the House of Commons 
that when the National Emergency Transitional Powers Act expired 
the Government would direct its attention to the form and authority 
under which the Board’s powers might be further continued. This 
statement, however, did not receive much consideration in the debate 
that followed. Attention was then concentrated upon the terms of 
the agreement with respect to what they offered to the Canadian 
wheat producers. 

Thus the agreement had the advantage of promising to settle for 
the time being a number of troublesome problems for the Govern¬ 
ment. It enabled it to combat the dissatisfaction of producers with its 
price policy by increasing the floor price while giving the grower 
added protection against a much-feared post-war slump in wheat 
values. The retroactive payment of $23,000,000 on the 1945-46 
deliveries in addition was bound to allay criticism. With the contract 
in hand the Government on its own part had protected itself against 
serious loss in making good its guarantee should wheat prices register 
a marked decline. TTie continuance of compulsory marketing 
strengthened the political position of the Liberal party in Saskat¬ 
chewan. Moreover, the terms of the agreement reduced the possibility 
of disturbance to the Canadian price structure from a sharp increase 
in wheat prices and of disarrangement of the delicate balance between 
wheat production and the production of meat and dairy products. 
Finally it enabled the Government, while continuing compulsory 
marketing, to postpone coming to a decision in regard to the ultimate 
status of the Canadian Wheat Board. 

It must be emphasized that since it was the Canadian Government 
that wished to enter into an agreement and approached the British 
Government the benefits from such an agreement accruing to the 
United Kingdom had to be clear and substantial before the British 
Minister of Food would be justified in signing it. Under the circiun- 
stances the representatives of the United Kingdom were able to take 

f« RegtdaUon and Control of Aeronautics in Canada, [1932] A.C. 54; In 
re Regulation atxd Control of Radio Communication in Carutda, [1932] A.C. 304. 
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full advantage of the situation. While nothing has transpired to show 
that the Canadian Wheat Board, as an expert body, recommended 
the agreement on the price terms established there is some evidence 
to suggest that the willingness of the Canadian Minister of Agriculture to 
agree upon such a low price basis rested upon a more optimistic opinion 
of Europe’s ability to return quickly to full agricultural production 
than the technical facts available appeared to warrant. In an interview 
after the agreement was signed, he referred to the rapidity with which 
Europe was coming back and warned Canadian wheat growers not 
to be ‘lulled into a false sense of security” by the existing world 
wheat shortage.'* As Mr. Howe observed: “The time when you must 
decide whether an agreement is good or bad is when you sign on the 
dotted line, and we signed on that dotted line in 1946.”“ 

The Wheat Agreement came under criticism both in Canada and 
abroad on the ground that it represented a departure from the 
principles of multilateral trading. It was not difBcult to prove that 
the agreement was inherently discriminatory in that it enabled the 
United Kingdom to obtain the bulk of Canadian wheat available for 
export at prices greatly below those quoted to the other countries 
which customarily purchased wheat from Canada. With Canada 
vitally interested in maintaining her export trade, the benefits of a 
return internationally to the principles of freer trade were generally 
recognized but bilateral agreements, such as the wheat agreement, 
were precisely one of the main obstacles in the path of those nations 
which were endeavouring to promote, under the United Nations, an 
international return to non-discriminatory trade policies. The inclusion 
of an “escape” clause, providing for the modification of the agree¬ 
ment, if necessary, to bring it into conformity with any international 
agreement entered into to which both governments were parties, was 
not sufficient to silence criticism on these grounds. 

'^Winnipeg Free Press, July 30, 1946. 

"Conodo, House of Commons Debates, March 12, 1951, p. 1169. 
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The International Wheat 
Agreement of 1949 

DtmiNG the crop year of 1949-50 the Canadian Wheat Board, while 
completing deliveries under the British Wheat Agreement, was also 
operating under the International Wheat Agreement, which came 
into force on July 1, 1949. For many years western wheat growers had 
looked hopefully to the negotiation of an international wheat agree¬ 
ment that would establish conditions under which wheat prices could 
be stabilized. The first agreement, signed in 1933 to cover the crop 
years of 1933-34 and 1934-35, had proved a failure. The idea of a 
new agreement, however, was kept alive by the International Wheat 
Advisory Committee constituted at that time, and negotiations were 
again in progress when war intervened in 1939. In July of 1941 
discussions were resumed by officials of Argentina, Austraha, Canada, 
the United States, and the United Kingdom—the foxu- principal export¬ 
ing countries and the leading country of import. The purpose of this 
conference was “to consider what steps might be taken toward a 
solution of the international wheat problem.*' 

The immediate reasons for these discussions while the war was 
still in progress were the large surpluses of wheat that were accumu¬ 
lating in the four exporting countries, the likelihood that wheat would 
be needed for relief purposes immediately after the war in many 
countries, the desirability of stabilizing the post-war intemationd 
trade in wheat, and the probable difficulty of holding an international 
wheat conference immediately after the end of hostilities. It was 

'■Wheat: Memorandum of Agreement between the United States of America, 
Argentina, Australia, Canada and the United Kingdom, and RdatM Papers, 
Executive Agreement Series 384 (Washington, 1944). 
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foreseen that urgent problems relating to wheat requiring international 
consideration would arise with the close of the war. 

Discussions on the expert level between the five countries 
extended over a period of many months and ended in the initialling 
of a memorandum of agreement and of a draft convention by the 
representatives of the five countries participating on April 22, 1942. 
The memorandum of agreement was to become effective as soon as it 
was approved by the governments concerned. Approval having been 
received, both documents and the minutes of the final session were 
made public on July 1, 1942 at Washington.* 

The convention contained a draft of a proposed new international 
wheat agreement for submission to all wheat-exporting and wheat¬ 
importing countries willing to participate in a conference to be 
called to negotiate such an agreement. To replace the former Inter¬ 
national Wheat Advisory Committee the convention provided for 
a new administrative body, the International Wheat Council, which 
was to be located in London unless it should otherwise determine. 
In the meantime, in order that there should be no delay, the five 
countries agreed, by the memorandum of agreement, to regard as 
in effect among themselves the arrangements set out in the draft 
convention relating to the anticipated immediate post-war situation. 
The memorandum of agreement also brought the council into 
existence; it was decided that the headquarters of the organization 
should be in Washington while the memorandum was in force. 

The arrangements regarding post-war needs provided for the crea¬ 
tion of a pool of wheat which would be available for intergovernmental 
relief in the war-stricken countries and other areas requiring aid. The 
pool would be administered through the council which would use where 
possible such relief organizations as might be set up. To this pool 
the governments of Canada, the United States, and the United King¬ 
dom agreed to give 25,000,000, 50,000,000 and 25,000,000 bushels of 
wheat respectively or its equivalent in whole or in part in flour. It was 
agreed that with the assent of the council the United Kingdom might 
contribute transportation of relief wheat or flour in lieu of part or all of 
its contribution. No specific commitments were made by Australia or 
Argentina but in common with Canada and the Unit^ States they 
were to contribute additional quantities to be determined by them 

*For a comprehensive study of the provisions see Joseph S. Davis, 'New 
International Wheat Agreements, Wheat Studies of the Wheat Research Institute, 
Stanford University (Stanford, Calif., Nov., 1942). 



AGREEMENT OF 1949 147 

in consultation with the council if the quantities already supplied 
appeared likely to prove insufiBcient. Another feature of the immediate 
programme included an imdertaking by the fom- exporting countries 
to “adopt or maintain positive measures to control production with 
the object of minim izin g the accumulation of excessive stocks,” pend¬ 
ing the conclusions of the contemplated conference. Upon the United 
States was placed the obhgation of convening an international con¬ 
ference of the nations having a substantial interest in mtemational 
trade in wheat when it deemed the time propitious. The object of this 
conference would be to consider the draft convention. 

In order to make the International Wheat Council more fully 
representative of both wheat-importing and wheat-exporting 
countries, ten additional governments and the Food and Agriculture 
Organization (F.A.O.) of the United Nations were invited to join it. 
The F.A.O. and eight of the ten governments joined the council, but 
the Union of Soviet Socialist Republics and Yugoslavia declined. The 
enlarged council at a meeting in Washington on July 15, 1946 
appointed a preparatory committee to revise the draft convention of 
1942 with a view to calling a general conference. Subsequently, the 
council recommended to the United States Government that it should 
arrange for an international wheat conference to be held in London 
in March of 1947. The United Kingdom issued invitations to all 
governments which were members of the United Nations and to the 
F.A.O. to attend this meeting. 

The conference opened on March 18, 1947, with delegates from 
forty countries present. Despite the fact that months of intensive 
preparation had preceded the calling of the conference, it was soon 
evident that the sharp conflicts of interests between the participants had 
not been reconciled. After two weeks of discussions Argentina, which 
had been indecisive about taking part in the dehberations, withdrew 
from the conference with the announcement that it was not for the 
present possible for her to become a party to an agreement. Since 
Argentina was one of the principal wheat-exporting countries her 
withdrawal increased the difficulties of the conference and threatened 
to impair the value of any agreement it might reach. 

The conference continued until April 24. While agreement was 
reached on practically all points, on the question of minimiun prices for 
the crop years of 1949-50 and 1950-51 producer interests and consumer 
interests deadlocked. The representatives of the United States 
favoured a minimum price of $1.20 per bushel for 1949-50 and $1.10 
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per bushel for 1950-51. The United Kingdom was unwilling to agree 
to these prices but they were carried by the conference in the face 
of British opposition.’ The United Kingdom refused to accept this 
situation and followed this decision by a statement that it was “un¬ 
able to associate itself with this wheat agreement.” Without the 
participation of the largest wheat importer the other countries were 
unwilling to commit themselves and the conference ended without 
an agreement 

Tie United Kingdom delegation made it clear that it felt the 
scheme proposed would tend to keep prices too high and, therefore, 
would not be a party to it. During the course of the conference The 
Times, the Economist, and other British papers had attacked the pro¬ 
posals made, chiefly on the ground that the scheme envisaged would 
restrict rather than increase production by setting up an artificial 
structure under which neither supply nor demand would effectively 
function, with the final effect that importing countries would pay 
higher prices.* 

While the conference ended in a failure, the idea of negotiating 
an international wheat agreement was not finally shelved. The draft 
agreement was remitted to the International Wheat Council in 
Washington for further consideration. In June 1947 discussions were 
resumed in Washington by the council, but these were unsuccessful. 
The council again returned to the problem in December and 
appointed a committee to consider a new basis of agreement. This 
committee consisted of representatives of the United States, Canada, 
and Australia and of five major importing countries. A special session 
of the International Wheat Cotmcil to consider the committee’s report 
met in Washington early in 1948. This meeting included all countries 
with a substantial interest in wheat exports or imports with the excep¬ 
tion of Russia, Argentina, and the Danubian states. These important 
wheat-growing countries again remained on the outside. 

Discussions continued over several weeks, but this time greater 
success attended the efforts of the negotiators than was the case at 
London. The conference concluded with the signing of a five-year 
international wheat agreement on March 5, 1948. 'Thirty-six countries 
signed the agreement, subject to formal acceptance by the signatory 
governments before July 1, 1948. This time it seemed certain that a 
comprehensive wheat agreement was on the way to being achieved. 

Winnipeg Free Press, March 19, 29, April 23, 25, 26, 1947. 

*Ibid.. April 9, 1947. 
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Again the hopes of the negotiators were doomed to disappointment 
When the agreement was introduced into the United States Senate it 
was held up in the Foreign Relations Committee and, in spite of an 
urgent request from the President that it be ratified, did not reach 
the floor of the Senate to be dealt with before the Senate adjourned 
in June of 1948. Ratification by the United States before the required 
date of July 1 thus became impossible. Despite this fact Canada, a 
few days later, ratified the agreement, although without assurance 
of whether the agreement was alive or dead. The United Kingdom, 
on the other hand, exercised its right under the terms of the agree¬ 
ment to withdraw from the pact on the ground that the guaranteed 
sales of exporting countries whose governments had formally ratified 
the international wheat agreement were insufiBcient to ensure its 
successful operation.'* Australia and the Netherlands also gave notice 
of withdrawal. 

As a result of these unexpected developments the International 
Wheat Council, established under the agreement, reviewed the 
situation at its first meeting in July. Twelve countries had ratffied the 
agreement and sixteen others had indicated they would ratify it but 
sought an extension of the period for formal acceptance. The council 
decided that without the adherence of the United Kingdom the 
agreement would be unworkable. While the agreement might have 
been considered to be in force between the countries which had 
deposited their instruments of acceptance before July 1, 1948, it was 
clear that for all practical purposes Ae agreement had collapsed. 

The failure to secure ratification in the United States Senate 
occurred a few months before the presidential and congressional 
elections, and at a time when both Houses of Congress were under 
Republican control. The re-election of President Truman, and the 
majorities for the Democratic party in both Houses of Congress in 
November 1948 renewed hope that a new agreement might be 
achieved. On November 24 before a meeting of the F.A.O. the 
President expressed regret that the agreement had not been ratified, 
and promised that if a new agreement were negotiated he would 
send it to the new Congress for approval.* With ^s encouragement 
the principal wheat-pr^ucing countries decided to hold another 
conference in Washington in January of 1949 to negotiate an agree¬ 
ment. 


Hbid., July 9, 1948. 


®New York Times, Nov. 24, 1948. 
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Forty-six countries, including Argentina and Russia, were repre¬ 
sented at the conference. In the interval between the negotiation of 
the 1948 agreement and the convening of the new conference the 
wheat supply situation had greatly improved. This strengthened the 
position of Ae importing countries in the discussions which centred 
around the amount of wheat the importing countries would be willing 
to guarantee to purchase and the maximum and minimum prices which 
they would be prepared to pay. Discussions were arduous and pro¬ 
tracted, and negotiations were frequently stalled by sharp differences 
of opinion. Not until negotiations had extended over a period of 
nearly two months was an accord finally reached. On March 23, 1949 
an international wheat agreement to run for four years was initialled 
for forty-two countries. 

Neither Argentina nor Russia became parties to it. The Russians 
had originally asked to be allowed to supply 100,000,000 bushels, but 
Canada, the United States, and Australia objected that Russia was 
asking more than she was entitled to and proposed that the Russian 
allotment should be 50,000,000 bushels. The Soviets replied oflBcially 
that “while they were interested in participating in an agreement 
they were not prepared to do so on any less than 75,000,000 bushels.” 
During the course of the negotiations Argentina withdrew on the 
ground that the maximum prices being conceded were too low and 
that in addition the Argentine Government must receive imports of 
industrial goods for the export of wheat and meat, its two main export 
commodities.^ 

It is obvious from the record that a vast amount of thought has 
been devoted to the problem of working out and drafting an inter¬ 
national agreement on wheat that would be acceptable to at least 
three of the principal wheat-exporting countries and to a large 
number of those countries which ordinarily rely in greater or less 
degree upon imports for their supplies of wheat. The draft convention 
prepared in 1942 represented a thorough-going attempt to avoid the 
weaknesses disclosed in the agreement of 1933. The agreement con¬ 
tained in the draft convention was worked over again at the London 
conference of 1947. The conference of 1948 in Washington led to 
further study of the terms of the agreement. The chairman of the 
final meeting of the Washington conference said on that occasion 
that while the Washington wheat meeting of 1941-42 laid the foun¬ 
dation for a post-war international wheat agreement, the London con- 

''Winnipeg Free Press, Feb. 19, March 17, 1949. 
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ference constructed the superstructure and the Washington conference 
of 1948 “put on the roof—or should I say the ceiling.”* 

In general form and principle the agreement of 1949 did not differ 
essentially from the one negotiated in 1948. There were changes in 
arrangement and terminology; but the really important changes were 
that its duration was shorter, the quantities guaranteed were less, and 
the maximum price agreed upon was lower. 

The agreement of 1949 consisted of a preamble and five parts 
containing twenty-three articles and two annexes.' The preamble of 
the 1948 agreement had stated that the Government on whose behalf 
the agreement was signed recognized that there was a serious shortage 
of wheat. This assertion was not made in the 1949 agreement, which 
began with the statement that the parties to the agreement intended 
“to overcome the serious hardship caused to producers and consumers 
by burdensome surpluses and critical shortages of wheat.” The objec¬ 
tives of the agreement as set forth were to “assure supplies of wheat 
to importing countries and markets for wheat to exporting countries 
at equitable and stable prices.” 

The essence of the agreement was that Australia, Canada, the 
United States, France, and Uruguay guaranteed to sell to the import¬ 
ing countries 456,283,389 bushels*® of wheat annually for a period of 
four crop years, beginning August 1, 1949 and continuing imtil July 31, 
1953, at prices within Ae limits of an established maximum and 
minimum range of prices. On their part the thirty-seven importing 
countries agreed to buy from the exporting countries this amount 
within the same price limits. The amount, if any, of wheat flour to 
be supphed and accepted against the guaranteed quantities was to be 
determined by agreement between the buyer and seller in each trans¬ 
action, except where the council might be asked to intervene where 
difficulties arose in purchasing or selling the guaranteed quantities. 
The guaranteed quantities represented the maximum amount that 
the importing and exporting countries would be required to buy or 
sell within the terms of the agreements. Transactions outside the 
price range would be possible, but would not count towards the ful¬ 
filment of the obligations assumed under the agreement except where 

“Final Plenary Meeting of the International Wheat Council, March 6, 1948. 

“Canada, International Wheat Agreement, Treaty Series, 1949, no. 10 
(Ottawa, 1949). 

‘“The amounts set out in the annexes to the agreement are stated in thousands 
of metric tons with equivalent bushels. 



THE INTERNATIONAL WHEAT 


152 

an agreement of purchase and sale existed prior to the International 
Wheat Agreement coming into force. 

The allocations of the total quantity agreed upon between the 
exporting countries were as follows: Australia, 80,000,000 bushels; 
Canada, 203,069,635; France, 3,306,934; the United States, 168,069,635, 
and Uruguay, 1,837,185. These quantities showed the Canadian quota 
to be nearly 30,000,000 bushels below the quota allocated by the 
proposed 1948 agreement. The Australian quota was reduced by 
5,000,000 bushels and that for the United States by about 17,000,000 
bushels. Significant of the change in the supply situation was the fact 
that France, which under the proposed 1948 agreement had appeared 
as an importing country, guaranteeing purchases of 35,824,000 bushels, 
now became an exporting country. Uruguay was not a signatory to 
the 1948 agreement. Compared with the older 1933 agreement 
Canada’s position remained substantially the same; Australia suffered 
a reduction of 25,000,000 bushels, and the United States obtained an 
increase of approximately 121,000,000 bushels. 

On the importing side the United Kingdom guaranteed purchases 
of .177,067,938 bushels. Since the United Kingdom ordinarily imports 
aroimd 215,000,000 bushels annually, this would leave her with a free 
pm-chasing margin of approximately 35,000,000 bushels annually. Nine 
other countries agreed to buy over 10,000,000 bushels aimually. Among 
these nine, Italy accepted a quota of approximately 40,000,000 bushels, 
India, 38,000,000 bushels, and the Netherlands and Belgium over 
20,000,000 each. Seven countries guaranteed to purchase less than 
1,000,000 bushels each. In this group, Liberia undertook to purchase 
36,744 bushels. Thus the ten largest importers guaranteed to purchase 
approximately 360,000,000 bushels, while the remaining 96,000,000 
bushels was divided in varying amounts among the other twenty- 
seven signatories to the agreement. 

The agreement included escape clauses to cover the situation where 
an exporting country was unable to fulfil its obligation by a short crop 
or an importing country found it necessary to safeguard its balance of 
payments or monetary reserves. 

On the size of the Canadian quota there was very little comment 
in Canada, though it was pointed out that several good crops might 
lead to large carryovers. Alternatively, there was the possibility that 
less-than-normal Canadian harvests might make it difficult for Canada 
to fulfil her obligations under the agreement and that she might have 
to seek relief by an application to the council. The large increase in 
the quota allotted to the United States in 1949 compared to her 1933 
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quota was due to her strong credit position, the enormous supplies of 
wheat she was currently accumulating, and the fact that Argentina, 
which in the 1933 agreement had had a quota of 110,000,000 bushels, 
abstained from being a party to the agreement. Since the quotas 
allotted to the exporting countries were balanced by the guaranteed 
purchases of the countries of import it is obvious that implicit in the 
agreement was a threat to Argentina’s position as one of the major 
exporters of wheat. In eflFect the agreement resembles the international 
cartels of big business. It apparenfly contemplated that, in years when 
imports were low, the United States, Canada, and Australia would 
divide up the bulk of the export market among themselves at the 
expense of Argentina, Russia, and other countries which remained 
outside its scope. However, it was foreseen that the amount the im¬ 
porting countries guaranteed to purchase under the agreement might 
be less than they would actually require, and sales to them, plus 
sales to certain countries that were not signatories to the agree¬ 
ment, might enable Argentina to market her customary quantity 
of wheat. 

Much of the negotiation at Washington centred around the price 
schedule. Since there were prospects of increasing supplies of wheat 
for export, the exporting countries found themselves forced to give 
ground if they were to be successful in securing an agreement. The 
maximum price agreed to was $1.80 per bushel, compared with $2.00 
per bushel in the 1948 agreement. Minimum prices were stepped up 
10 cents a bushel for each year, the minimum for 1949-50 being $1.50, 
the price set originally to apply to the year 1948-49 in the previous 
agreement. The schedule is as follows: 


Crop year Minimum Maximum 

1949- 50 $1.50 $1.80 

1950- 51 1.40 1.80 

1951- 52 1.30 1.80 

1952- 53 1.20 1.80 


The prices fixed were in terms of Canadian currency at the parity 
for the Canadian dollar determined for the purpose of the International 
Monetary Fund as at March 1, 1949, and applied to No. 1 Manitoba 
Northern wheat in store Fort William or Port Arthur. As a result of 
a change in the value of Canadian currency in September 1949, the 
maximum price became $1.98 and the minimum prices $1.65, $1.54, 
$1.43, and $1.32 respectively in Canadian currency." It will be observed 

“United Nations, Review of International Commodity Problems, 1949 (Lake 
Success, N.Y., Feb., 1950), p. 47. 
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that, while the maximum price was to remain fixed for the four- 
year period, minimum prices were established on the basis of a 
descending ladder going down from $1.50 per bushel for the crop 
year 1949-50 to $1.20 for the crop year 1952-53. These declining 
minima reflected the opinion that, with the agricultural recovery of 
Europe and with large crops in prospect in the United States, world 
wheat values would fall to lower levels. The alternative possibility 
that before the end of the four-year period short crops might make 
the maximum price of $1.80 per bushel unduly low was not provided 
for. 

On March 23, 1949, the date of the initialling of the agreement, the 
price for Class II No. 1 Manitoba Northern wheat was $2.18 per 
bushel in store at Fort William. The maximum price agreed upon was 
thus 38 cents below the then existing world price level but it is quite 
impossible to forecast whether over the whole period covered by the 
pact the maximum or minimum prices settled upon will prove to be 
the more significant. Up to the present world prices have remained 
above the maximum, a situation similar to that which has prevailed 
under the British Wheat Agreement. 

The prices incorporated in the agreement raised no strong pro¬ 
tests in Canada although the maximum set was lower than the price 
currently eflFective under the terms of the British Wheat Agreement. 
The situation was diflFerent in Australia where the Federation of 
Australian Wheat Growers sent an emphatic protest to the British 
delegates at Washington. A representative of the federation com¬ 
mented adversely on the attitude of the importing countries in forcing 
the price of wheat down.'* 

The 1948 agreement had contained elaborate provisions with 
respect to the stocks the exporting countries should maintain with 
a view to price stabilization. Under certain conditions importing 
countries could also be called upon to accumulate reserves if the free 
market price were below the lowest minimum price set out in the 
agreement. These requirements were dropped in the 1949 agreement. 
The agreement simply provided that importing and exporting 
countries should endeavour to maintain adequate stocks at the end and 
at the begiiming of each crop year. 

Complete liberty of action was reserved by the contracting govern¬ 
ments in the determination and administration of their internal agri- 
cultmal policies. The agreement states: “Exporting and importing 

'^Winnipeg Free Press, March 22, 1949. 
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countries shall be free to fulfil their guaranteed quantities through 
private trade channels or otherwise. Nothing in this agreement shall 
be construed to exempt any private trader from any laws or regula¬ 
tions to which he is otherwise subject.” In the case of the United 
States, where free marketing prevails, as long as the open market 
prices range between the maximum and minimum prices established 
for a given year, and sufiBcient quantities are sold in private trading 
for export to the importing signatory countries, the obligations of 
the United States are discharged. In Canada, sales are negotiated 
through the Wheat Board. 

To head up the organization and to administer the agreement, a 
new International Wheat Council was established. On the council each 
contracting government may be represented by one delegate, one 
alternate, and advisers. In addition, the Food and Agriculture Organi¬ 
zation, the International Trade Organization, the Interim Co-ordinating 
Committee for International Conunodity Arrangements, and such other 
intergovernmental organizations as the council may decide, are 
entitled to have, one non-voting representative at meetings of the 
council. Any country which the council recognizes as an “irregular 
exporter or irregular importer of wheat” may become a non-voting 
member of the council. For convenience in operation the council is 
empowered to establish an executive committee to be responsible to 
it and to work under its general direction. The council is also to have 
the assistance of an advisory committee on price equivalents. This 
committee is designed to advise the council on appropriate price 
relationships between the varieties and qualities of wheat, where 
these are not set out in the agreement, and technical problems of a 
similar nature. 

The method of voting devised provides for due weight to be given 
to the importance of the various importing and exporting countries 
which are parties to the agreement. One thousand votes are to be held 
by the exporting countries and one thousand by the importing 
countries, distributed in proportion to the quota of guaranteed sales 
or purchases assumed by each signatory, but each delegate is to have 
one vote. By this arrangement any two of the principal exporting 
countries command a majority of the votes held by the exporting 
countries. On the importing side the United Kingdom has by far the 
largest bloc of votes. Important decisions require a majority of the 
votes of the importing countries and of the exporting countries, and, 
in certain instances, two-thirds of each. 
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The council must keep a record of all transactions in wheat made 
imder the agreement and keep the contracting countries informed of 
the amounts entered in its records against guaranteed quantities. When 
the guaranteed quantity of any exporting or importing country for 
any crop year has been fulfilled, all exporting and importing countries 
must be notified immediately. Upon the council also devolves the duty 
of handling such problems as adjustments in the case of the with¬ 
drawal or non-participation of countries in the agreement and adjust¬ 
ments arising out of short crops or balance of payment difiiculties, 
as well as disputes and complaints concerning the interpretation or 
application of the agreement. 

To come into force the agreement required acceptance by countries 
responsible for not less than 70 per cent of the guaranteed purchases 
and by countries responsible for not less than 80 per cent of the 
guaranteed sales by July 1, 1949. Any exporting country which con¬ 
sidered its interests to be seriously prejudiced by the non-participation 
or withdrawal of any importing country responsible for more than 
5 per cent of the guaranteed purchases might withdraw before Sep¬ 
tember 1, 1949. Under parallel conditions an importing country had 
also the right to withdraw. 

On July 5, 1949 the International Wheat Council, meeting in 
Washington, reported that twenty-two of the forty-two original 
negotiators had ratified the agreement by July 1. These countries had 
guaranteed suflBcient quantities of purchases and sales to make the 
pact effective. With the agreement a reality the council established 
the administrative procedure to implement it. London, England, was 
chosen as the permanent site of the council’s headquarters. That part 
of the agreement which related to actual transactions in wheat became 
effective on August 1, 1949.'® 

The time limit for acceptances of the agreement was subsequently 
extended to February 28, 1950. In March 1950 the International 
Wheat Council accepted Western Germany’s application. Other less 
important countries have become signatories of the agreement. The 
number of importing countries guaranteeing purchases is now forty- 
one; Australia, Canada, France, and the United States continue as 
exporting coimtries.'* These changes involved adjustments in the 
aimual quotas; from 456,283,389 bushels to 525,000,000 for the crop 

July 7,1949. 

'‘United Nations, Review of IrUematUmal Commodity Problems, 1949, p. 6. 
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year 1949-50, and to 562,000,000 for the duration of the agreement. 
The aimual quotas after 1949-50 from the exporting coimtries became: 
Australia, 88,700,000 bushels; Canada, 221,600,000 bushels; France, 
4,100,000 bushels, and the United States, 248,100,000 bushels. Of the 
importing countries, thirteen agree to buy over 10,000,000 bushels 
annually and together guarantee to purchase 472,000,000 bushels. “ 

The completion of the first year of the agreement showed that, 
while the exporting countries guaranteed sales under its terms of 
525,000,000 bushels, only 432,000,000 bushels were purchased by the 
importing countries. Australia and France sold their quotas, Canada 
with a quota of 205,100,000 bushels sold 183,934,000 bushels, and the 
United States with a quota of 235,858,000 bushels sold 161,507,000 
bushels. It must be understood that if an exporting country wishes 
formally to force sales under the agreement the wheat must be offered 
at the minimum price for the year. In 1949-50 the minimum price was 
$1.50 per bushel. Since world wheat prices were above the agree¬ 
ment maximum, sales at the minimum would have meant an additional 
loss of 30 cents per bushel, which could hardly be considered in the 
national interest. With world wheat prices above the agreement 
maximum throughout the year conditions were most favourable for 
importing countries; nevertheless less than one-half of these countries 
fulfilled their obligations under the agreement.’® The discrepancy 
between the amounts guaranteed for sale and the amounts purchased 
is explained on several grounds. Countries late in coming under the 
agreement stated their requirements in terms of a full year. This was 
an important factor in reducing purchases in some instances. Other 
reasons given were good domestic crops and intergovernmental trade 
agreements in which the higher price of non-agreement wheat was 
not the only consideration. Under trade agreements Argentina sold 
heavily to Brazil and Italy, both signatories of the International Wheat 
Agreement. 

The terms of the agreement exhibit the painstaking efforts that have 
been made to devise a scheme that would have sufiScient flexibility 
in operation and at the same time bring a measure of control into 
the international marketing of wheat. Nevertheless, it remains un¬ 
certain whether this attempt to control the marketing and price of 

'’Dominion Bureau of Statistics, The Wheat Review, March, 1951, p. 2. 

'•Dominion Bureau of Statistics, Monthly Review of the Wheat Situation, 
Aug., Oct., 1950, p. 2. 
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wheat on an international scale will prove a successful antidote to 
“burdensome surpluses and critical shortages of wheat.” There are 
several basic difiBculties. An essential element in the situation is the 
ability to limit the quantities available relative to the demand. The 
technical aspects of the wheat problem in this respect are much more 
difficult to cope with than those which affect the supply of most 
commodities under international cartels. With these a monopoly of 
supply is usually in the hands of one or a few producers. Wheat, 
however, is the most decentralized of all commodities that enter into 
international trade. It is grown all over the world by small indepen¬ 
dent producers and in many countries the acreage can be increased 
if price conditions are favourable. This is especially true of certain 
countries of Europe. Exclusive of Russia Europe before the war 
had an annual average yield in excess of 1,500,000,000 bushels. In 
view of the relatively small portion of the total amount of wheat 
grown that enters into international trade, a slight general increase 
in acreage with good crops would easily upset the balance between 
export surpluses and the requirements of deficit countries. 

The agreement implies that the signatory coimtries wiU be able 
and willing to exercise effective control over domestic production 
in the interests of stability. But where wheat producers constitute 
an important part of the farm population, effective control is often 
difficult to accomplish. If prices are established at a level satisfactory 
to the producers there is a tendency for them to increase their acreage 
even though explicitly advised by their government not to do so. 
In the fall of 1948 producers of winter wheat in the United States, 
in the face of government warnings to the contrary, increased the 
area sown by more than 3,000,000 acres. Moreover, in importing 
countries where the production of substantial domestic supplies is 
related to national security, wheat growers often occupy a favoured 
position, which injects a political factor of resistance into the situation, 
making it difficult for the government to obtain effective reductions 
in acreage. At the present time there is a strong incentive for import¬ 
ing countries to maintain or increase domestic production in the lack 
of foreign exchange. Until a true balance in international trading is 
achieved the tendency is likely to be in the direction of limiting wheat 
imports to the irreducible minimum by expanding domestic produc¬ 
tion. Surplus supplies in either exporting or importing countries are a 
threat to the stability of any international agreement. 

The situation will not be made easier by the failure of Argentina, 
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Russia, and the Danubian countries to adhere to the agreement. It 
is not to be expected that Argentina will allow herself to be forced 
out of the export market without making a fight to retain this important 
factor in her national economy. Up to the present she has found it 
more remunerative to sell wheat on a govemment-to-govemment 
basis.” Her carryover at the end of the latest crop year, December 1, 
1950, was estimated at the exceptionally low figure of 7,000,000 
bushels.’® Russia is also an uncertainty. She has at times a consider¬ 
able volume of wheat available for export and is not likely to sell it 
in a way that would facilitate transactions under the International 
Wheat Agreement. If supplies became redundant, and Argentina 
or Russia chose to undercut prices, importing countries would be 
tempted to sabotage the agreement to buy their supplies in the 
cheapest market. 

An uncontrollable element is the wide fluctuation which occurs 
from year to year in the yield of wheat per acre. If one country 
alone were favoured in a given year with a bumper crop, adjustments 
made through the agency of the International Wheat Council might 
prove capable of coping with the marketing problem that increased 
supplies would create. But if a whole continent were affected by 
exceptionally favourable conditions of yield, the circumstance would 
inevitably introduce stresses and strains into the operation of the 
agreement which would be very difiBcult to resolve except at the 
expense of the main object of the agreement, namely, the stabiliza¬ 
tion of wheat prices. The same considerations apply in the case of 
a series of short crops spread over a large area, except that in this 
case the boot would be on the other foot. 

The fixing of a price range for wheat over a period of years is 
also subject to the fundamental weakness that, unless other prices 
are stabilized, the wheat producer may find himself caught in a 
spiral of rising prices that affects his costs while his returns remain 
constant. Stabilizing the price of wheat does not necessarily stabi¬ 
lize the producers’ real income. This was clearly evident with respect 
to the British Wheat Agreement. The reason given by Argentina for 
her abstention from the 1948 conference was that price arrangements 
on other products should be discussed concurrently with arrange¬ 
ments to stabilize the price of wheat.” 

'■'Ibid., Nov., 1949, p. 27. 

'^The Wheat Review, Jan., 1951. 

'^Winnipeg Free Press, FA. 3, 1948. 
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Moreover, there is always the danger that such an agreement may 
prove rigid and restrictive in operation and thereby reduce the con¬ 
sumption of wheat without being sufBciently powerful to check over¬ 
production. The best remedy for excessive supplies in export countries 
is a price low enough to increase consumption in the poorer deficit 
countries. Conversely, when scarcity of supplies prevails prompt 
advances in prices to induce increased production are necessary. The 
agreement signed at Washington permits a certain degree of flexi¬ 
bility in price changes by the spread agreed upon between maximum 
and minimum prices. Beginning with a spread of 30 cents per bushel 
for the crop year of 1949-50, the spread widens to 60 cents per 
bushel for the crop year of 1952-53. 

But the diflFerences that exist between the standard of living of the 
wheat producers in exporting countries and that of the consumers 
in importing countries make it diflBcult to satisfy each group that the 
price agreed upon is an equitable one. While there may exist a broad 
community of interest among the signatory countries the situation 
does not remain static and as time goes on marked changes in the 
world value of wheat may occur. This may lead to the agreement 
operating to the disadvantage of one group or the other or to the 
disadvantage of particular countries within the exporting or the 
importing group. It is idle to expect that under these circumstances 
prompt amendments to the agreement \vill be easily made. Amend¬ 
ments require a two-thirds majority of the exporting countries and 
of the importing coimtries. Moreover, if an amendment is ratified 
signatories who do not favour it may withdraw from the pact at the 
end of the current year. 

The administration of a commodity agreement affecting a large 
number of coimtries with conflicting interests tends to increase rather 
than to reduce friction. In negotiations on a governmental level 
questions of national prestige enter into the situation. Again, the 
weight of national power can be used by a powerful country 
with ample credit facilities to turn the scale against its weaker neigh¬ 
bours more easily than under a regime of free trading. For instance, 
the threat of stopping off-shore purchases under the Marshall Plan 
was. used by the United States to get Britain and other importing 
countries to accept the exporters’ “final terms” in concluding the 1949 
wheat agreement, though subsequently off-shore purchases were 
restricted by the refusal of the Economic Co-operative Administration 
to grant further authorizations.’® 

“Economist, April 23, 1949, p. 760. 
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Within the channels of private trade negotiations can be conducted 
with despatch and without the publicity and public controversy that 
attend the discussions of policies of state. When a breach of contract 
is alleged under conditions of private trade the courts are available 
to determine the issue but when the charge is made that a government 
or a government agency has failed to fulfil its obligations national 
susceptibilities are apt to be touched leading to delays and diflSculties 
in reaching an amicable settlement. The settlement itself may be 
attacked for political reasons and those who are disappointed by its 
terms will cherish a grievance. The sale of Canadian wheat to the 
United Kingdom through the medium of an intergovernmental agree¬ 
ment for four years has not added notably to the reserves of mutual 
goodwill in the two countries. 

These considerations lead to the conclusion that there are serious 
obstacles to the success of an international wheat agreement. It is 
hardly likely that the present international agreement, involving the 
sale and purchase of large quantities of wheat and bringing within 
its scope many cduntries, will escape the difficulties inherent in the 
nature of such arrangements. The value of the International Wheat 
Agreement of 1949 as a stabilizing agent in the international wheat 
market still remains to be demonstrated.*^ If one may judge from 
the level of prices for Class II wheat, producers are paying a high 
price for whatever stability the agreement may afford. A disturbing 
element in the present situation, and one not likely to improve quickly, 
is the chronic shortage of dollars at the disposal of importing countries 
to finance imports of wheat from Canada and the United States. 
Beyond this looms the grim threat of over-production and excessive 
supplies. 

2'For a careful study of wheat planning, see Paul de Hevesy, World Wheat 
Plannirig in General (London, 1940). 
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Post-War developments 
in the grain trade 

Early in the session of 1947 the Government brought down its bill 
to amend the Canadian Wheat Board Act.* The prime facie reason 
for the proposed legislation was to enable the Wheat Board to cany 
through the British Wheat Agreement. The preamble recited the fact 
of the agreement and declared that it was “necessary to make pro¬ 
vision for the carrying out of the arrangement.” In this way the 
Government was able indirectly to extend the compulsory powers 
of the Board until July 31, 1950. That the Government did not wish, 
however, to go beyond the judicial grounds furnished by decisions 
of the Privy Council for authority to invade provincial rights* was 
made apparent during the progress of the bill through the Senate. 
When the measure was under examination before the Banking and 
Commerce Committee of that body the Minister of Trade and Com¬ 
merce and the Chairman of the Wheat Board told the committee 
that the legislation was not intended primarily to implement the 
agreement with the United Kingdom but chiefly to establish a com¬ 
pulsory pooling of wheat during the term of the Government’s price 
commitment to the Canadian wheat growers. But when, in view of 
these statements, a member of the committee attempted to incorporate 
in the preamble an amendment stating that its objects included the 
establishment of a five-year pool, as well as assiuing a fixed wheat 
supply for the United Kingdom, the solicitor of the Wheat Board 
objected that the inclusion of this statement might lay the Act open 
to attack on constitutional grounds as a price-fixing measure.* 

‘Statutes of Canada, 1947, c. 15. 

‘See above, pp. 142-3. 

^Winnipeg Free Press, May 3, 8, 1947. 
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While increasing the Board’s powers in some respects, in the 
main the Act gave statutory authority to the powers exercised by 
the Board under Orders-in-Council passed during the natioiuil emer¬ 
gency created by the war. These powers included complete control 
over interprovincial and export trade in wheat as well as over the 
quantities to be delivered to elevators and railway cars and methods 
of delivery. The Act provided that the establishment of wheat quotas 
was to be subject to the limitation that the final quota in any crop 
year should not be less than 14 bushels per authorized acre. One 
significant feature of the revision was the repeal of the clause in 
the original Act which laid upon the Board the obligation to utilize 
existing marketing agencies. 'The new Act empowered the Board to 
“establish, utilize and employ such marketing agencies or facilities” 
as it deemed necessary for the piupose of its operations. 

FiuTher, the Act disposed decisively of the original idea of the 
Canadian Wheat Board as a quasi-independent government body 
designed to act as an agent for the grain growers’ protection in 
marketing their wheat. It contained the specific declaration: “The 
Board is, for all piuposes, an agent of His Majesty in right of Canada, 
and its powers under this act may be exercised by it only as an agent 
of His Majesty in the said right.” Moreover, the Board’s powers were 
strictly controlled by the authority of the Govemor-in-Council to 
make orders, not inconsistent with the Act, directing the Board “as 
to the manner in which any of its operations, powers and duties” 
should be “conducted, exercised or performed.” “Subject to regula¬ 
tions” the Board was empowered to sell grain, for such prices as it 
considered reasonable, with the object of promoting the sale of grain 
produced in Canada in world markets. 

The bill emerged from Parliament with few changes. In the 
Commons the Government refused to send it to a special committee 
where oflBcials of the Wheat Board could be examined and it was 
considered by the House sitting as a committee of the whole. While 
it was hotly contested clause by clause, there was no direct formal 
challenge by the parliamentary Opposition, and it was passed after 
four days of debate by a vote of 172 to 7. In the Senate it encountered 
stiff opposition. There it was characterized as exemplifying “a com¬ 
plete totalitarian technique of grain marketing for the country” by 
which the marketing of wheat was placed in a “strait jacket” from 
which there was no relief.* The bill was referred to the Senate 

Hhid., March 22, 1947, ff. 
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Bankmg and Commerce Committee where attempts were made to 
restrict the powers of the Wheat Board but without much success. 
The only change of importance was the inclusion of a clause speci¬ 
fically providing for the repeal on August 1, 1950 of Part II, which 
related to the control of dehveries of grain to elevators and railway 
cars. A much criticized section, which gave the Board the power, 
under certain circumstances, to suspend the right of the producer 
to dehver grain imder any permit book for a period not exceeding 
one year, had been dropped earher. 

The passage of this Act continued the rigid monopoly over the 
marketing of Canadian wheat until August 1, 1950. The Government 
did not indicate whether as a general policy it favoured compulsory 
wheat marketing. The Minister of Trade and Commerce told the 
House of Commons that the Government anticipated the continuation 
of the Canadian Wheat Board “in some form” after the termination 
of the agreement with the United Kingdom but did not add to this 
information.“ It is not unlikely that in 1947 the Government hoped to 
negotiate a fiuiher agreement with the United Kingdom in 1950 or 
was looking forward to an international agreement. There was also 
the possibihty that, if the Government wished to continue compulsory 
marketing indefinitely, some other method might be devised by 
which constitutional difficulties would be surmounted. 

The latter possibility came to the fore in 1948 when the Govern¬ 
ment introduced a bill which included provisions for the compulsory 
marketing of oats and barley. Since these cereals were largely sold 
for domestic consumption and were not subject to an international 
agreement obviously a constitutional basis would have to be foimd 
to make the legislation efiFective. 

When the Government, as part of its general policy of abolish¬ 
ing restrictions arising out of the war, removed price ceilings on 
oats and barley in October, 1947, trading in these grains on the 
Winnipeg Crain Exchange was resumed, with sharp increases in 
prices. At the same time the Government announced the discontinuance 
of the stock feeding subsidies of 25 cents per bushel on barley and 
10 cents per bushel on oats. The payment of these subsidies had been 
a cause of discontent to the coarse grain growers and feeders in 
Western Canada who maintained that it gave the eastern stock 
feeders an unfair advantage over them in livestock production. De¬ 
control and the discontinuance of subsidies resulted in a substantial 

“Ibid., Feb. 27, 1947. 



IN THE GRAIN TRADE 


165 

increase in feeding costs for the livestock producers and dairy fanners 
in Eastern Canada. This undoubtedly led them to look favourably 
upon a state system of marketing for coarse grains as being more 
likely to give them cheap food supplies than purchases made on the 
open market. But if this view were correct it could only mean that 
the western growers of oats and barley would get less for what they 
sold under the Board than they would get on an open market. 

Although western producers welcomed the removal of the price 
ceiling and the discontinuance of the feeding subsidies, the Saskat¬ 
chewan Pool continued to declare its unswerving opposition to futures 
trading in grain. At its annual meeting in the autumn of 1947, it 
asked for complementary provincial legislation that would guarantee 
the authority of the Wheat Board to market all grains.® This policy 
the C.C.F. party had sponsored in an unsuccessful amendment to the 
bill amending the Canadian Wheat Board Act when it was before 
Parliament earlier in the year. With reference to this amendment the 
Minister of Justice had said that he was told that if the Wheat Board 
were placed in the position of handling aU or most of the volume of 
coarse grains on a compulsory basis, its acts would likely be uncon¬ 
stitutional.^ Subsequently, the Minister of Agriculture, Mr. Gardiner, 
assmed western producers that he was sympathetic to the “idea of 
placing the control of oats and barley under the Wheat Board” but 
said there was no authority by which this might be accomplished.® 
The leader of the provincial Liberal party in Saskatchewan also went 
on record to the effect that the party favoured the compulsory market¬ 
ing of all grains by the Canadian Wheat Board. Since he was at that 
time a member of the House of Commons he promised to press for 
the necessary legislation at the next session of Parliament.® 

Nevertheless, farm opinion in Western Canada was by no means ^ 
whoUy in favour of the Wheat Board taking over control of coarse " 
grains. Many western producers feared that under state marketing 
the prices determined upon by the federal Government would inure 
more to the advantage of the eastern livestock and dairy interests than 
it would to them. Moreover, it was recognized that state marketing 
of oats and barley would differ from state control of the marketing of 
wheat, since oats and barley were sold mainly for domestic consump- 

oibid., Nov. 15, 1947. 

^Montreal Gazette, Feb. 19, 1948. 

^Winnipeg Free Press, Oct. 23, 1947. 

^WinrUpeg Tribune, Oct. 29, 1947. 
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tion and the major portion of the wheat crop was sold for export. 
The compulsory marketing of oats and barley by the Wheat Board 
would place the Board in the difQcult position of acting as arbiter 
between the coarse-grain producers of Western Canada and the live¬ 
stock, dairy, and poultry interests of the eastern provinces. Moreover, 
it was believed that the Wheat Board itself did not desire to assume 
such a responsibility. While no ofiBcial confirmation is available it 
was reported that, when the control of coarse grains by the Board 
was considered by the Wheat Board Advisory Committee, an almost 
unanimous resolution opposing compulsory marketing through the 
Board was passed. The only dissenter to Ae resolution was said to 
be the president of the Saskatchewan Pool. 

This conflict over marketing policy, where domestic producer 
and consumer interests were directly at issue, came to a head at the 
annual meeting of the Canadian Federation of Agricultmre early in 
1948. At this meeting the livestock and dairy farmers of Eastern 
Canada strongly urged that the marketing of coarse grains should 
be placed under the Wheat Board. Western farm organizations were 
split on this proposition. The United Crain Growers Limited, with 
its large western farmer membership, was opposed to government 
control. The Alberta Pool objected to the control of coarse-grain 
marketing by the Wheat Board but advocated the creation of another 
marketing board to be composed solely of the producers of coarse 
grains, which would act purely with the interests of these producers 
in view. The Saskatchewan and Manitoba Pools, on the other hand, 
sided with the eastern interests in supporting Wheat Board control. 
They appeared to be chiefly interested in the extension of compulsory 
marketing. The upshot was that the Federation passed a resolution 
which recommended to the Government that the ^^eat Board should 
be made the sole marketing agency for all other grains in addition 
to wheat; in deference to western opinion a clause was included in the 
resolution to the effect that “such legislation be based upon the 
principle that the Wheat Board shall be an agency operating, 
primarily, for the benefit and in the interests of grain producers.”*® 

Broadly, the situation that had developed was that in Eastern 
Canada the livestock and dairy interests were behind a drive for 
the compulsory marketing of coarse grains, and in Western Canada 
the Saskatchewan and Manitoba Pools were actively urging the 
same course of action. The key to the situation was Saskatchewan. 

'“Winnipeg Free Press, Feb. 7, 9, 1948. 
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In that province the C.C.F. party was in power with a provincial 
election impending. The attitude the federal Government would 
adopt on the question of a complete government monopoly in grain 
trading promised to be an issue in the approaching campaign. The 
amendment of the Wheat Board Act to provide for the compulsory 
marketing of oats and barley would largely eliminate this issue. This 
was the course the Canadian Government followed. The decision to 
do so strongly suggested that it was made on the basis of a calculation 
of the political advantages that would accrue to the provincial Liberal 
party in Saskatchewan. At any rate, there appears to be no reason 
to doubt that political considerations were influential. 

The amending Act of 1948, in addition to authorizing the com¬ 
pulsory marketing of oats and barley, also gave the Government 
power to increase the advances made to wheat producers delivering 
to the five-year pool, strengthened the Board’s control over inter- 
provincial movements of wheat by including control over the move¬ 
ment of wheat products, and authorized the Board to establish a 
pension fund for its members, oflBcials, and employees. The contentious 
part of the bill was the extension of the compulsory powers of the 
Board to include the marketing of oats and barley. 

The Government was bitterly assailed for including in one bill the 
legislation providing for an expected increase in the initial payment 
on wheat along with that for establishing state trading in oats and 
barley. The increase in the advances on wheat deliveries, forecast 
at 20 cents per bushel, met with general approval, but there was 
very strong disapproval from one section of the House of placing 
oats and barley under the control of the Board. To delay the passage 
of the bill while the principle of state marketing of oats and barley 
was debated at length would postpone the ability of the Board to 
disburse the additional funds to the wheat producers. Protests from 
opponents to the control features of the bill were so sharp that the 
Minister of Trade and Commerce, to expedite progress, promised to 
divide the bill in order to permit committee hearings on the contro¬ 
versial issue. When the time came to fulfil this promise the Minister 
moved to divide the bill but at the same time gave a broad hint to 
the Government supporters that his motion should be voted down. 
He said the objective of saving time in debate, which had prompted 
his concession, had not been achieved. As a result the motion was 
defeated although a number of Liberal members voted for the motion 
along with the Progressive Conservatives and the Social Credit 
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members." In the Senate there was strong opposition. The Senate 
Banking and Commerce Committee struck out the oats and barley 
control section by a vote of 16 to 8. Subsequently the section was 
reinstated by the chamber itself on a vote of 25 to 17.** 

The circumstances surrounding the development of the Covem- 
ment’s policy, indicated by its decision to bring the marketing of oats 
and barley under the control of the Wheat Board, afford another 
illustration of the way political considerations may enter into 
ministerial decisions regarding a great national industry, affecting 
thousands of voters. 

At the time the Act was passed the view was commonly expressed 
that the sections of the Act relating to coarse grains would be set 
aside as not being within the constitutional powers of Parliament to 
enact and that they would never become effective. The method 
employed to meet the test of constitutionality was that of concurrent 
legislation. The amended Act empowered the Govemor-in-Council 
by regulation to extend to oats and barley the powers given to the 
^^eat Board with respect to wheat. Subsequently the Government 
announced that this part of the Act would not be implemented unless 
the western provinces passed concurrent legislation placing the 
marketing of coarse grains under the Wheat Board. 

Saskatchewan enacted such legislation but no immediate action 
was taken by Alberta or Manitoba. The Premier of Manitoba said 
that there would be no legislation in that province until the Ganadian 
Government could demonstrate that such action was necessary to 
make the federal statute valid.*' This declaration was made after a 
meeting in Regina of the western premiers and cabinet members and 
representatives of the Canadian Federation of Agricultm-e had been 
informed that the law officers of both the Alberta and Manitoba 
governments had given opinions to the effect that there was no 
greater need for complementary legislation with respect to the market¬ 
ing of oats and barley than there was in the case of wheat; and that, 
therefore, there was no need for provincial legislation to complement 
the 1948 amendment to the Canadian Wheat Board Act.*' There 
were further approaches to the Canadian Government but no mutually 
satisfactory decision was reached. The Government of Alberta made 
it clear that it would be prepared to pass the legislation asked for 
by the federal Government provided the Wheat Board was instructed 
to handle coarse grains “in the interests of the producer.” 

March 12, 22, 1948. **/h<d., March 25,1948. 

June 19, 22, 23,1948. ^*Ib{d., May 12, 1948. 
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The Minister of Trade and Commerce stated definitely that the 
Canadian Government would only put the Act into force if the Prairie 
Provinces passed the legislation demanded. He said it was obvious 
that the Government could not give any undertaking that it would 
become responsible for marketing coarse grains solely in the interests 
of the producers of those products." 

The deadlock was broken when Alberta and Manitoba passed 
the complementary legislation demanded at the 1949 sessions of the 
legislatures. This was followed by an announcement by the Minister 
of Trade and Commerce that oats and barley would come under the 
Wheat Board on August 1, 1949. The initial payments by the Wheat 
Board would be 61)i cents per bushel for oats and 90 cents per 
bushel for barley. The Board would sell coarse grain through private 
dealers and would post daily prices in line with demand and the 
world situation." Western insistence that these grains should be 
marketed purely in the interests of the producer implied that the 
Board should endeavour to secure the highest prices possible. With 
control over supply the Board could exact monopoly prices when 
making sales on the domestic market but since the Board is not 
specifically a producers’ board it is not bound by any obligation of 
tliis sort and is left with the problem of how to satisfy in its sales 
policy western producers and eastern consmners. 

Its policy has been to sell oats and barley either on the Winnipeg 
market, which continues to function, or outright at Fort William, 
Vancouver, or country points. Private dealers can make use of the 
facilities of the futures market to hedge their stocks while making 
sales. The market is not an open market in the full sense of the 
term since the Board is in control of die situation through its control 
of supply, but since the Board makes reasonable supplies available 
from day to day the prices established in the market provide a guide 
to current values. 

The method developed has evoked little criticism except from the 
more ardent partisans of state marketing, but the merit of state market¬ 
ing for oats and barley continues to be a very controversial subject. 
Crain merchants complain that their business is being injured by a 
black market. Bootlegging occurs when a producer sells oats and 
barley direct to a dealer below the market price. The dealer is then 
able to undersell legitimate operators. The black market is attractive 

March 15, 1949. 

mbid., July 21, 1949. 
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to a producer when he needs full cash payment for his grain or 
when the price he can obtain is higher than the average he can expect 
to obtain from the Wheat Board.” The existence of continued criticism 
in Manitoba was revealed in February 1951, when the Premier of 
Manitoba announced that a special plebiscite would be held in that 
province after the returns for the 1950-51 crop were in. Manitoba 
producers of oats and barley were given an opportunity to express, 
after two years’ experience, their opinion about the Wheat Board’s 
handling of coarse grains. The plebiscite was held on November 24, 
1951. The results of the referendum showed that some dissatisfaction 
might exist but that the large majority of producers were in favour of 
continuing the present system. The voting gave 31,252 persons in 
favour of the present system and 3,853 against.’* 

With the expiry of the British Wheat Agreement in 1950 Canadian 
participation in the International Wheat Agreement became the basis 
of the Board’s authority to maintain compulsory marketing of wheat. 
In order to be able to fulfil the terms of the pact the Wheat Board’s 
monopoly powers were continued to August 1, 1953. At the same time 
the Government provided for an increase in the membership of the 
Board should this become desirable. The Act now reads that the 
Board “shall consist of not less than 3 and not more than 5 members 
appointed by the Governor in Council.” The present Board consists 
of 3 members. In 1951 a short act, making certain corrections in the 
1950 statute, added a new section providing for the transfer of wheat 
in the accounts of the Board from a preceding pool period to the 
current pool period. The purpose of this change is to permit the 
Board to proceed with an earlier disbursement, after the end of a 
pool period, of any surpluses payable to the producers.” 

Meanwhile, the disposal of Canadian wheat for export is present¬ 
ing serious problems. In reporting on the crop years of 1948-49 the 
Board indicated some diflBculty in selling the surplus available. It 
reported that at no time in the crop year was the demand for wheat 
buoyant and over the greater part of the period the demand was 
light and intermittent. The limited demand for Canadian wheat was 
attributed to large crops harvested in Europe in 1949, the continued 
supplying of substantial quantities of wheat to Western Europe by 
the United States under financing by the Economic Co-operation 

'Hbid., April 16, 1951. 

'Hbid., Feb. 10, April 18. Dec. 4, 1951. 

’•Statutes of Canada, 1950, c. 31; 1951, c. 50. 
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Administration, and the steady demand for Australian wheat within 
the sterling area as a result of the dollar shortage. The Canadian crop 
of 1950 has presented unusual difficulties in handling. An unseasonable 
August frost reduced the expected yield from 544,000,000 bushels 
to 427,000,000 bushels. It is estimated that not more than one-third of 
the total will grade in the choice milling grades while approximately 
200,000,000 bushels will grade below No. 4 Northern in quality. 
Much of this wheat will have to be sold for feeding purposes and 
much of it will require drying to prevent further deterioration.^® These 
conditions have created grave handling and marketing problems for the 
Wheat Board. 

After fifteen years of operation the final status of the Canadian 
Wheat Board has not been determined. Originally established to 
dispose of an export surplus of wheat on the best terms possible the 
Board developed under the impact of war into an important admini¬ 
strative instrument through which the Canadian Government 
exercised a monopolistic control over the delivery and sale of Canadian 
wheat and other grains. Concurrently with this change in its nature 
the Board appears to have become to a large degree administrative 
in function, acting as an agency under the control of the wheat com¬ 
mittee of the Cabinet. This rather intangible change is reflected in 
its composition. The first and second chief commissioners of the 
Board were leading figures in the grain trade before accepting appoint¬ 
ment and enjoyed a considerable degree of independence in dis¬ 
charging their responsibility. From time to time other men high in 
the grain trade became members of the Board but one by one these 
men resigned and returned to private business. The present Chief 
Commissioner and Assistant Chief Commissioner are both former 
employees of the Board, and the third member was Assistant General 
Manager of Saskatchewan Pool Elevators. But within its scope the 
competence of the Board has not been questioned; in fact there would 
appear to be general agreement that on the whole, and at times under 
difficult circumstances, the Board, as an administrative body, is doing 
a good job. In recognition of its contribution to the national effort 
during the war, in the distribution of honours which followed, the 
Chief Commissioner, Mr. George Mclvor, was appointed to the 
Order of St. Michael and St. George. 

The recent establishment of a pensions system for members of 

‘‘“Canadian Wheat Board, Report, 1948-49, 1949-50; Winnipeg Free Press, 
Dec. 30, 1950. 
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the Board and its employees as well as the purchase of extensive 
premises in Winnipeg are indications that the Government considers 
that the Board h^ become a permanent body. But the real issue 
concerning the Board remains to be fought out and settled, that is, 
whether after 1953 it will continue to be monopolistic in its operations 
or will provide merely an alternative method of marketing to that 
aflForded by the private trade. There is still much difference of opinion 
on this question among grain growers but there is practical unanimity 
with respect to the necessity of guaran teed floor p rices. Much will 
depend upon whether the International Wheat Agreement proves to 
be a more successful “experiment in stability” than the British Wheat 
Agreement. Neither of the principal political parties appears to have 
a firm policy on this question. The Liberal administration has followed 
what might be termed a day-to-day policy, acting in the light of 
existing political situations. The Progressive Conservative party 
adopted a plank in its platform in 1948 that favoured “the restoration 
of the Canadian Wheat Board Act of 1935 to serve its original 
purpose.” The Board would be allowed to handle coarse grains, as 
well as wheat, on a voluntary basis, while guaranteeing “to all pro¬ 
ducers the right to market wheat or other grains by any other means.”*^ if? 
This declaration of policy, however, was qualified by party leaders 
during the electoral campaign in Western Canada in 1949 by the 
promise that if the Progressive Conservative party were returned to 
power the producers themselves would determine the type of market¬ 
ing agency they wanted to handle their grain.** 

^Hbid., Oct. 7, 1948. 
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The Growth of the Pool 
organizations 

The difficulties encountered in 1929 and 1930 caused some changes 
to be made in the formal organization of the three provincial Pools. 
With the disappearance of the five-year contract membership in the 
Alberta and in the Saskatchewan Pools rested in the ownership of 
a share in the organization procurable by a grain grower at nominal 
cost. The Manitoba Pool, based essentially on the local units, was 
reorganized and the administration centralized by placing the manage¬ 
ment of the locals, including accounts of the local organizations and 
their producer members, under the elevator company.' Ceasing to 
handle sales through the Canadian Co-operative Wheat Producers 
Limited (the central selling agency), each Pool developed its own 
marketing department. Since 1943 the Pools, in common with other 
grain companies, have acted as agents for the C anadian Wheat 
Board in the purchase and delivery of wheat. The Saskatchewan 
Pool also conducts an export business, buying wheat from the Wheat 
Board and selling to foreign buyers. This, however, is not an important 
aspect of its activities. 

The Saskatchewan Pool is the largest of the three provincial Pools. 
This is natural since Saskatchewan is the largest wheat-growing 
province in Canada. The Pool began in 1924 with 47,000 members 
who signed the five-year contract. Growth was rapid and it had on 
record in 1931 82,870 operative wheat contracts. Certain members, 
however, while retaining their membership, failed to sign the 1928-32 
contract. Their right to vote was taken away, but, with the disappear- 

^Report of the Royal Commission on Co-operatives (Ottawa, 1945), p. 146. 
See also the brochure. Twenty Five Years Service, issued by the Manitoba Pool 
Elevators, 1949. 
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ance of the contract in 1933, they again became eligible to vote for 
delegates, and other restrictions were removed. It was at this time that 
the new policy of enrolling members on the purchase of a share for 
$1.00 was initiated. The shares issued under this arrangement increased 
from 104,354 by 1934 to a total of 129,412 by 1945.^“ In respect to 
members’ equities in the commercial and elevator reserves a form of 
revolving fund is used by the Pool by which the rights of deceased 
members or members who have retired from fanning may be realized 
upon. The rights are purchased and transferred to the credit of 
patrons who otherwise would receive cash refunds. By this method 
the original elevator and commercial reserves are retained in the 
organization with new investments by active members replacing in¬ 
vestments by retiring members.® 

After seven years of rapid expansion the Saskatchewan Pool had 
largely succeeded in covering its natural territory for operations and 
had provided itself with terminals. In 1931 it had 1,066 country 
elevators, five terminals at the Head of the Lakes, including two 
leased terminals, and one transfer terminal at BufiFalo, New York. This 
gave it a command of an over-all capacity in all positions of approxi¬ 
mately 63,300,000 bushels. 

Since 1931 there has been an increase in the number of country 
elevators to 1,162, which, along with the addition of a number of 
permanent and semi-permanent annexes, has resulted in an increase 
in terms of country storage for grain of 5,600,000 bushels. On the 
other hand there has been a reduction in its terminal space during that 
period. One leased elevator was relinquished in 1933, the other in 
1948, and the transfer terminal at Buffalo was disposed of by sale 
in 1945. To offset partly its loss of terminal space the Saskatchewan 
Pool completed the construction of an additional storage annex to 
one of its existing terminals at the Lakehead in 1949. At that time 
the total storage capacity of its permanent facilities was approximately 
59,000,000 bushels. 

In addition to its permanent storage facilities the Pool constructed 
temporary storage space for over 26,000,000 bushels at country points 
and temporary terminal space for 10,000,000 bushels at Port Arthur, 
Ontario, to meet the urgent demands for more storage facilities during 
the war years when Canada had excessive carryovers. In accordance 

^Saskatchewan Co-operative Wheat Producers Limited, Annual Report, 1931, 
1933, 1945. 

^Report of the Royal Commission on Co-operatives, p. 142. 
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with the agreement under which the temporary storage space at Port 
Arthur was constructed these additional bins have since been dis¬ 
mantled. Part of its temporary storage at country points has also been 
demolished but there still remains space for approximately 18,000,000 
bushels. 

Figures significant of the growing strength of the organization 
are those which relate to the reduction of the debt owed to the 
Saskatchewan Government and to the Pool members’ increasing equity 
in the Pool’s assets. In 1931, as a result of the overpayment on grain 
delivered to the Pool in 1929, it emerged with a funded debt to the 
provincial Government amounting to $13,752,000. Interest and 
principal payments were consistently maintained throughout the 
years in accordance with its agreement and the final payment on its 
liability was made in 1949, two years ahead of its due date. In 1933 
the members’ equity in the assets of the Pool amounted to $8,585,583, 
or 39 per cent of the total value. With the completion of the repay¬ 
ment to the Saskatchewan Government the members’ equity now 
stands at 100 per cent valued at $22,801,662. 

Since its organization the Saskatchewan Pool has paid or credited 
to its patron members a total of $22,343,673 in the form of patronage 
dividends, and, in addition, has paid to its members a total of 
$3,378,697 in the form of interest on their investment in the elevator 
company. In recent years the Pool has handled through its coimtry 
elevator facilities in excess of 50 per cent of all grain marketed in 
the province of Saskatchewan. The membership in the Pool numbered 
136,668 as at July, 1949. 

It owns tluree subsidiaries, two of which link up with the main 
activities of the parent organization. The Modem Press Limited was 
incorporated in 1931 to absorb from the publishers the Western 
Producer, a farm weekly, to which the Pool had advanced considerable 
money in order to provide itself with a publicity outlet. The publica¬ 
tion of this organ entailed quite heavy annual losses to the Saskat¬ 
chewan Wheat Pool up to 1944 but since that date surpluses have 
been reported. 'The Saskatchewan Wheat Pool Terminal Constmction 
Gompany Limited was organized in 1929 to facilitate the carrying- 
out of elevator constmction. 

In 1944 the Pool branched out into a new field when it amalga¬ 
mated with the Saskatchewan Livestock Pool. To make this possible 
amendments to the acts of incorporation of both organizations were 
passed by the legislature of Saskatchewan. The technical name of 



THE GROWTH OF THE 


176 

the parent organization was changed from the Saskatchewan Co¬ 
operative Wheat Producers Limited to the Saskatchewan Co-operative 
Producers Limited. Under the terms of the agreement all shareholders 
of the latter automatically became members of the Saskatchewan 
Livestock Pool. The Livestock Pool continues to function as a legal 
entity with the status of a subsidiary of the Saskatchewan Co-operative 
Producers Limited and to employ the assets of the old organization 
in its business.^ Recently the Saskatchewan Pool has extended the 
range of its activities to include the production of flour and the 
extraction of vegetable oils from flax and rape seed. Large plants for 
these purposes are operated at Saskatoon. 

The Saskatchewan Pool has been particularly active in maintain¬ 
ing close touch with its membership throughout the province. At 
nearly all shipping points Pool committees are in existence which are 
energetic in promoting the business of the Pool. An extensive pro¬ 
gramme of co-operative education is carefully organized. As media 
of publicity the Pool employs the radio, advertising in the Western 
Producer and other Saskatchewan weeklies, Pool calendars, and folders 
and other literature given out at booths set up at the principal agri¬ 
cultural exhibitions in the province. The Pool is also developing a 
lending library service for the use of its members. As a result of 
these measures the Saskatchewan Pool up to the present has been 
markedly successful in avoiding the fate of many co-operatives—the 
loss of interest in its activities among its membership. 

The Alberta Wheat Pool, while not as large as the Saskatchewan 
Pool, occupies substantially the same position in Alberta that the 
Saskatchewan Pool does in Saskatchewan. It began operations in 
October of 1923, a year earher than the Pools in the neighbouring 
provinces. The general lines of its organization are similar to those 
of the Saskatchewan Pool.' As with the latter, certain changes were 
made in its organization to meet the situation created by the diflB- 
culties of 1930. Originally membership rested upon the signing of 
a marketing agreement and the purchase of one share in the enter¬ 
prise. In 1929 share capital was abolished and moneys received for 
share capital were repaid to the members. When the second five- 
year contract expired in 1933 the Pool obtained an amendment to 
its act of incorporation whereby members who had signed this con- 

^Saskatchewan Co-operative Wheat Producers Limited, Annual Report, 1944, 

p. 28. 

“Alberta Wheat Pool, Annual Report, 1933, 1945. 
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tract would continue to be able to vote until a new sign-up was 
effected or the act of incorporation was again amended. No new 
sign-up of members was attempted and the act of incorporation was 
not amended until 1939. In the intervening period there was no 
method by which new members could be accepted into the organi¬ 
zation. One result of this curious situation was that the voting strength 
of the Pool declined from year to year, because of deaths, removals, 
or other causes. 

The amendments to the act in 1939 established a procedure for 
enroUing new members. Membership now became open to any grower, 
upon application, who had not signed a marketing agreement, if he 
had delivered 500 bushels of grain from 1935 to the date of application, 
and had acquired a certain interest in the elevator or commercial 
reserves. Voting privileges were also restored to those members who 
had signed the first contract but had failed to sign the second, there¬ 
by forfeiting voting rights. Provision was also made to enable the 
Pool to make use of the device of a revolving fund with a view to 
maintaining an active membership and of buying out old members. 
An amendment to the by-laws permitted the Pool to purchase reserve 
certificates and reissue them to new members. As a result of these 
changes there was a large increase in the Alberta Pool membership. 
When the second five-year contract expired in 1933 contract signers 
numbered 43,527. Under the procedure adopted in 1939, by November 
of 1946 13,492 new members had been enrolled.' 

For a number of years the Alberta Wheat Pool differed in its 
practice from the other Pools with respect to the licensing of its line 
of country elevators. At the outset these elevators, as a general policy, 
were licensed as private country elevators, thus limiting their activities 
to the needs of the Pool membership. The changes in marketing 
methods caused by the diflBculties of 1930-31 led the Alberta Pool 
henceforth to hcense these elevators as pubUc country elevators and 
to carry on a general country elevator business. 

From the beginning it pursued a vigorous policy of expanding 
elevator facilities throughout the province with the result that by 
1931 it was operating country elevators at practically all the important 
shipping points in Alberta. In 1931-32 it had under licence 438 country 
elevators. In 1947 it added to its system 30 country elevators purchased 
from the Northern Grain Company Limited. Included in the purchase 
were 28 annexes and 16 dwellings. This purchase brought the total 

«Ibid., 1937-38, 1945-46. 
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number of country elevators owned by the Alberta Wheat Pool in 
1949 up to 485 situated at 431 shipping points in Alberta, with two 
located in British Columbia. Total storage capacity including annexes 
amounted to 30,700,000 bushels. 

Beginning with the leasing of terminal elevators at Vancouver 
and other points on the Pacific coast the Alberta Pool subsequently 
built a terminal of its own at Vancouver. This terminal, with a capacity 
of 5,150,000 bushels, went into operation in 1928. At the Head of the 
Lakes the central selling agency for a time managed a terminal owned 
in partnership by the three provincial Pools. This terminal later 
was sold to the Manitoba Pool. In 1939 the Alberta Pool purchased 
the Union Terminal at Port Arthur with a storage capacity of 2,000,000 
bushels. This terminal is operated by the Manitoba Pool Elevators 
under a profit-sharing agreement with the Alberta Pool and provides 
an outlet for a substantial percentage of the latter’s handlings which 
move into export via the eastern route. 

The financial position of the Alberta Wheat Pool has greatly 
strengthened since the setback encountered in 1930. The overpayment 
of 1929 left it with a funded debt to the Government of the province 
of $5,649,00. In addition, the Pool owed $1,750,000 on the new 
terminal at Vancouver. By the terms of its agreement the provincial 
debt was to be repaid with interest in annual instalments of approxi¬ 
mately $453,000. The first payment, which fell due on September 1, 
1933, amounted to $170,000 on the principal. This sum, together with 
interest, was duly paid, and succeeding instalments on principal and 
interest were consistently paid. In 1947 the whole amount was paid 
oflF and the terminal debt had likewise been liquidated. 

In addition to paying off this indebtedness the Alberta Pool sub¬ 
stantially increased its financial resources. In 1931 the value of its 
properties and equipment was placed at $9,648,028. At the end of 
the business year in 1949 the investment in its elevator system was 
$14,142,520. Working capital had expanded from $2,^2,303 to 
$4,168,086. As a result of turning back net earnings into the organi¬ 
zation to clear its indebtedness the reserve holders’ equity increased 
from 43 per cent of net elevator and commercial reserves to 105 per 
cent. 'This represents an increase of nearly $4,000,000. Through the 
purchase of commercial and elevator reserves to the extent of 
$4,834,000, approximately 57.1 per cent of the original deductions 
have been returned to the signers of the first and second five-year 
contracts. From the time of its organization up to 1949 the Alberta 
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Wheat Pool, over and above the sums paid for the grain marketed, 
has made cash payments to its members of $9,354,906, as patronage 
dividends, interest, and the purchase of reserves.' During the crop 
year 1948-49 the Alberta Pool handled 34.39 per cent of the total 
grain marketed in the province of Alberta. 

Moderate in outlook, it did not take up enthusiastically the idea 
of a 100 per cent pool enforced by legislation, a pohcy advocated 
by the members of the Saskatchewan Pool. In 1931 the Alberta Pool 
conducted a referendum on this question. The total vote recorded 
was 7,429, with a majority of 1,047 against such a measure. Nor has 
it extended its collateral activities as widely as the Saskatchewan 
Pool, though like the latter it maintains an elaborate field service 
to keep its members actively interested in the organization. While it 
issues a weekly bulletin, the Alberta Wheat Pool Budget, it rehes upon 
the radio as its principal method of publicity. In the promotion of 
agricultural education and research it has given aid to various organi¬ 
zations, particularly those engaged in working among young farm 
people. The Manager of the Alberta Wheat Pool, R. D. Purdy, has 
occupied that position since 1925, and the present Chairman of the 
Board of Directors, Ben S. Plumer, was one of the original directors 
elected in 1923. 

The reverses of 1929 and 1930 created the severest difiSculties 
for the Manitoba Pool, the smallest of the three provincial Pools. This 
was in part because of the form of organization which had been 
adopted by the wheat growers of Manitoba who united to form the 
Pool. The principal difiFerence between the Manitoba organization 
and the Pools in the other two provinces was with regard to the 
position of the local organizations and their relationship to the central 
body and to the Manitoba Pool Elevators Limited, the subsidiary 
holding and operating elevator company created by the Pool in 1925. 
The local co-operative associations were conceded local autonomy and 
operated within the organization on the basis of a contract with the 
elevator company. Membership in the Manitoba Pool was obtained by 
signing a five-year contract to deliver grain to it for marketing. Con¬ 
tracts between the local association and the marketing agency 
authorized the latter to make commercial and elevator deductions 
from the farmers’ returns on the grain sold, in return for which it 
issued participation certificates. The money accumulated by the Pool 

''Alberta Wheat PooVs Record of Progress, pamphlet issued by the Pool, 
July 31, 1948. See also Report of the Royal Commission on Co-operatives, p. 144. 
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in way was largely advanced to the elevator subsidiary which 
constructed or acquired elevators as rapidly as possible at each point 
where a local co-operative association was organized. The elevators 
were leased to the associations by Manitoba Pool Elevators Limited 
with an option to purchase. By the end of July, 1931, loans by the 
Manitoba Wheat Pool to the elevator company amounted to $2,503,690. 

During the first six years of its development the Manitoba Pool, 
like the other two Pools, expanded rapidly and by 1931 was operating 
153 country elevators as well as terminals. Throughout the period 
the elevator company had very limited capital resources. In 1931 it 
reported a paid-up capital of $10,000 and a contingency reserve of 
$48,462.35.* Working capital was largely borrowed from Ae banks on 
the basis of a guarantee from the M^eat Pool itself. Under these 
circumstances the Pool was in no position to cope with the situation 
created by the disastrous fall in grain prices in 1929-30. The Govern¬ 
ment of Manitoba was forced to come to its aid in 1930 by guarantee¬ 
ing its bank loans and took a first lien on its property which included 
its subsidiary the elevator company.* The liability incurred by the 
Government from this guarantee was subsequently determined in 
November of 1931 at $3,374,940 while the realizable assets were 
estimated at $2,400,000, in the form of obligations payable to the 
elevator company by the local associations on leases and purchases 
of elevators. 

Meanwhile, the Manitoba Pool had to face a royal commission 
of investigation appointed by the Govermnent of Manitoba to probe 
certain charges made against it by James R. Murray in a letter to 
the Premier of Manitoba, dated March 10, 1931. These charges came 
as an aftermath to public exchanges of views in 1929 between Mr. 
Murray, who at that time was Assistant General Manager of the 
United Grain Growers Limited, the older farm co-operative, and the 
management of the Manitoba Pool. It was generally believed that 
they were provoked by the aggressive policy of the Manitoba Pool 
in 1928-29 in providing itself with its own line of country elevators. 
In the background was the fact that when the Pool was being formed 
in 1924 representatives of the United Grain Growers Limited had 
endeavour^ to come to an agreement with supporters of the Pool 
whereby the duplication of elevator facilities by fanner companies 

^Manitoba Pool Elevators Limited, Financial Statement and Report for the 
Year Ended Jidy SI, 1931. 

“Statutes of Manitoba, 1931, c. 57. 
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might be avoided.*® These negotiations had broken down, however, on 
account of the hostility of the Pool members to farmers’ grain being 
sold under the methods employed by open market At the time that 
Mr. Murray wrote his letter to the Premier he had ceased to be an 
officer of the United Grain Growers or to have any connection with 
that organization.** 

The substance of Mr. Murray’s charges was: (1) that the Pool 
was building elevators at many points throughout the province where 
they should never have been built, and where there was no reasonable 
chance of their being anything but a burden on the members of the 
local association; (2) that, through the operation of the delivery 
contract, members at a number of points had been taxed through 
excessive overages and undergrading of their grain to meet the 
extravagantly high expense; (3) that the financial statements supplied 
to the local associations by the Manitoba Pool Elevators Limited 
had never shown clearly to the members just how much per bushel 
the expenses amounted to on their grain and what they had contributed 
through overages and undergrading; (4) that many of the elevators 
could not meet expenses and overhead charges if the farmers deliver¬ 
ing their grain to them were given a deal equal to that which they 
could get at any competing elevator. 

After a lengthy and detailed investigation the Commissioner, Mr. 
E. K. Williams, K.C., of Winnipeg, reported his findings on each 
charge: (1), substantially proved; (2), proved; (3), proved literally, 
but in so far as overages and grade gains were concerned the informa¬ 
tion was available to any person who sought it; (4), considering the 
vagueness of this charge and the absence of any proper standards of 
comparison, not proven. 

The investigation clearly showed that the optimism of the directors 
and members of the Pool, combined with local pressures to have 
Pool elevators at given shipping points, had led the Pool into what, 
at the time, were imwise expenditures. The original decision of the 
Pool to build no elevators except at points where it had at least 10,000 
acres signed up by Pool members, or where it would have at least 
75 per cent of the tributary territory after two years, had been 
relaxed. Of the total number of elevators operated, 119 had been 
acquired (leased, bought, or built) with less than 10,000 acres signed 

■"See p. 191. 

*’Royal Commission on Manitoba Pool Elevators Limited, Report (Winnipeg, 
1931). 
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up. Initial calculations had been based on an elevator cost of between 
$12,000 and $13,000. While 30 elevators had been purchased at an 
average cost of $12,611, 122 new elevators had been purchased at 
an average cost of $21,783. More than $3,000,000 was invested in 
elevators. This included all elevator deductions, the Pool’s commercial 
reserve, and a bank loan of $750,000. 

While the Commissioner found that the Manitoba Pool Elevators 
Limited was shortweighing and undergrading at certain shipping 
points, he said he was of the opinion that the “entirely fallacious” 
theory, widely held and consistently preached, that profits from over¬ 
ages and grade grains went back to the persons contributing, was 
partly responsible for these practices developing. Another cause, he 
was convinced, was the desire of the directors to avoid wherever 
possible making assessments on the members of local associations 
at the end of the year to cover deficiencies in income. 

The Commissioner’s report was followed by an announcement of 
policy by the Premier of Manitoba which set forth how far the 
Government was prepared to go in assisting the Pool and the terms 
under which the assistance would be granted. His proposals were 
submitted to the local associations of the Pool and after negotiations 
an agreement was reached between the interested parties and signed 
on August 1, 1931.'The agreement involved four parties, the local 
associations, the elevator company, the Pool, and the Province of 
Manitoba. The Pool, which by this time had suspended operations, 
was included in the arrangement because of its previous pledge of 
all the assets of the organization, which included the elevator company, 
to the Manitoba Government in connection with the guarantee the 
Government gave to the banks after the overpayment made by the 
Pool to its members on the 1929 crop. By the terms of the agreement 
the leases of the elevators by the elevator company to the local associa¬ 
tions were cancelled, and the local associations were required to buy 
them from the elevator company at an aggregate price of $2,100,000. 
The purchase money was to be collected by the elevator company 
from the locals and held in trust payable on demand to the Govern¬ 
ment. Payments to the Government were to be completed in twenty 
years and the rate of interest agreed upon was 5 per cent. 'The Govern¬ 
ment, in agreeing to accept $2,100,000 with interest, as full payment 
of its claims, thereby absorbed a loss ultimately of around $1,273,000 

•“Statutes of Manitoba, 1932, c. 52. 
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arising out of its 1929 guarantee to the banks. The Government also 
met the immediate financial problem of the elevator company by 
advancing $300,000 as a callable loan. This loan continued to be shown 
as a deferred liability, reduced to $258,089, at the year ending July 31, 
1946 but has since been paid off. To safeguard its interests the 
Government insisted that it should have representation on the Board 
of Directors of the Manitoba Pool Elevators Limited, and two 
members subsequently were appointed. The Manitoba Pool Elevators 
Limited was reorganized, the Manitoba Wheat Pool having suspended 
operations. The reorganization resulted in the election of a new 
president of the Manitoba Pool Elevators Limited and the retirement 
of the official in charge of country operations. 

The assistance that the Government of Manitoba gave to the Pool 
organization at this time of crisis in its affairs enabled it to continue 
to function but, despite this assistance, it had to go carefully on account 
of its financial weakness. Prior to 1931 the Manitoba Pool had 
operated two terminals at the Head of the Lakes, No. 1, which was 
purchased from the central selling agency in 1928, and No. 2, which 
was leased from the Gillespie Grain Company. In August, 19Q1 
Manitoba Pool Elevators Limited assumed operation of Terminal No. 1 
and during the year acquired title to it subject to a mortgage held by 
the Alberta and Saskatchewan Pools. At about the same time, on 
account of a particularly poor crop in Manitoba in 1931 the Manitoba 
Pool terminated its lease with the Gillespie Crain Company which 
still had two years to run. As a result of this action legal proceedings 
were instituted against the Manitoba Pool by the Gillespie Grain 
Company. Judgment in favour of the latter was given for $77,486.30. 
Following the failure of the Pool to pay off the judgment, execution 
was issued against the Pool’s assets. The sheriff returned a report 
that the Pool had nothing upon which he could seize. Thereupon, 
on November 5, 1932, an order was obtained from the court putting 
the Pool into bankruptcy. This development, however, did not affect 
the Manitoba Pool Elevators Limited and it assumed the general 
functions of the Wheat Pool. 

At the annual meeting of the Manitoba Pool Elevators Limited in 
1932 its board brought to the attention of the delegates the desirability 
of changing its method of operations to bring it more into line with 
that used by the Pool organizations in Alberta and Saskatchewan. 
The change was accomplished by a supplementary agreement arranged 
between the local associations and the Manitoba Pool Elevators 
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Limited. This agreement provided, in eflFect, that the central organi¬ 
zation should operate as a line of elevators to the extent of paying 
operating expenses and interest and principal on its indebtedness to 
the Province of Manitoba. The local units retained their corporate 
identity; when they had surpluses, after certain allocations were made, 
these were placed to their credit but were retained by the central 
organization as contributions to the working capital of Manitoba Pool 
Elevators Limited and carried as deferred liabilities to the respective 
associations. 

In 1936 this agreement was modified to permit any association 
to pay out one-half of its surplus as a patronage dividend to its 
members. Where a local association had contributed to working 
capital 50 per cent or more of its capital cost it was given the right 
to distribute all of its surplus as a patronage dividend. It was felt 
that it was hardly fair or equitable to require the more successful 
local associations to contribute indefinitely whatever surpluses they 
might have to the general organization for working capital. The 
change made possible the payment of patronage dividends to their 
members by local associations in successful years. In making refunds 
to contributors to the working capital reserve the revolving fund 
principle is applied.** 

Manitoba Pool Elevators Limited was originally incorporated with 
a capital stock of 5,000,000 shares of $1.00 par value. Subsequently 
2,100,152 shares were issued and outstanding on which $10,000 was 
paid up. In 1940 this capital stock was cancelled by an act amending 
the act of incorporation. In keeping with the new act all elevator 
associations received authority to cancel their capital stock and they 
now operate on a $1 membership basis. In 1944 legislation was passed 
providing for the deletion of the word “Limited” from the title, 
“Manitoba Pool Elevators Limited” and from all the titles of elevator 
associations in which the word “Limited” appeared. While Manitoba 
Pool Elevators is now the correct name for the organization it is 
popularly known as the Manitoba Pool.'* 

Since 1932 the Pool has shown steady growth. In 1934 it again 
leased the Gillespie Grain Company’s terminal, subsequently 
purchasing this elevator in 1936. In 19^ a third terminal was pur¬ 
chased from the Federal Grain Company. In 1938 it also entered into 
an agreement with the Alberta Pool to operate a terminal purchased 

'•Manitoba Pool Elevators Limited, Annual Report, 1933, 1936, 1937. 

'‘Manitoba Pool Elevators, Twenty Five Years Service. 



POOL ORGANIZATIONS 


185 


by the latter at Port Arthur. The four terminals are operated as a unit, 
and, under a handling agreement, profits are shared on a per bushel 
basis between the two Pools. In 1948 the Pool sold one of its small 
terminals and purchased a larger terminal from the Reliance Grain 
Company. In addition in 1948 it leased the Canadian National Rail¬ 
ways’ terminal No. 6 under a yearly arrangement which it renewed for 
the 1949-50 season. With these facilities the total terminal capacity 
operated by Manitoba Pool Elevators is 15,750,000 bushels. 

Expansion has also taken place in its line of country elevators. 
In 1940 the Pool purchased 41 country elevators from Western Canada 
Flour Mills; in 1943, 14 from the Federal Grain Company; and in 
1948, 20 from the Reliance Grain Company. In addition in 1948 it 
built 11 new elevators. At the present time 201 elevator associations 
own and operate 246 elevators. Handlings in 1948-49 amounted to 
44,277,811 bushels of grain or 45.51 per cent of all grain delivered 
to licensed country elevators and mills in the province of Manitoba. 

Under prudent management the Manitoba Pool has worked its 
way out of the difficulties that it encountered in the early thirties 
and has attained a generally strong financial position. With extensive 
handlings and heavy storage earnings when carryovers were large 
profits from operations have been substantial. For the year ending 
July 31, 1949 the net surplus on local elevator operations before 
provision for Dominion and provincial income taxes amounted to 
$1,431,792; on terminal operations to $835,423. Total assets were 
valued at $11,789,065. Current assets were placed at $6,624,566 and 
included cash in the bank and with paying agents to the amount of 
$1,583,306, and Government of Canada bonds valued at $1,001,000. 
The Pool’s liabilities are chiefly to its own members. They include 
a fifteen-year debenture bond issue due in 1963 for $2,039,000 and 
loans to working capital amounting to $4,361,300. The final payment 
retiring the indebtedness of the Pool to the Province of Manitoba was 
made in October, 1949, well in advance of the date set by the agree¬ 
ment. 

The Manitoba Pool is fully abreast of the Alberta and Saskatchewan 
Pools in maintaining an active field service and in promoting various 
other activities designed to strengthen the co-operative movement 
and to enrich the rural life of the province. In 1943 the Manitoba 
Co-operator, a weekly publication, was established; it is published by 
the Pool in association with five other provincial co-operative organi¬ 
zations. It now has a circulation exceeding 50,000. 
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Although the three provincial Pools are separate and distinct 
organizations they work very closely together. They own jointly and 
operate two subsidiary companies for the purpose of reducing agency 
and insurance costs. These are the Canadian Pool Agencies Limited, 
organized in 1928, and the Pool Insurance Company, dating from 
1939. In 1924 the three Pools established the Canadian Co-operative 
Wheat Producers Limited to provide liaison between them and a 
centre for united action, to act as their marketing agency for selling 
grain, and to assemble and distribute information for them. The 
president of each of the provincial Pools is on the executive of this 
body. The selling function of this central agency ended on July 31, 
1930 as a result of the appointment on behalf of the Dominion Govern¬ 
ment of John I. McFarland to take over the task of disposing of the 
Pools’ surplus stock of wheat. The central agency, however, was 
retained for its other purposes. It serves as a medium to unify Pool 
policy with respect to legislation, freight rates, and other matters 
where the common interest of the three organizations are affected. It 
also represents the Pools in its contacts with such organizations as the 
Canadian Federation of Agriculture, the International Federation of 
Agricultural Producers, and the Food and Agriculture Organization. 

Pool officials occupy an important position as the spokesmen and 
representatives of a large sector of western farm opinion, particularly 
with respect to the agricultural policies pursued by the Dominion 
Government. The increased intervention of the Dominion Government 
in western agricultural aflFairs, begun in the 1930’s and greatly 
expanded during the war, produced many situations where the need 
for representations to Ottawa were felt. On these occasions delegations 
of Pool officials appeared at Ottawa as the avowed champions of 
western grain grower interests. The forcefulness of their leadership, 
combined with the support of their large membership throughout the 
three Prairie Provinces, give their representations considerable weight 
at times with the Dominion Government. The Pools were active in 
advocating higher initial payments for grain when these were being 
decided upon and they are the spearhead of many attacks launched 
against the Winnipeg Grain Exchange and the principle of freedom 
in grain marketing. Hence, they have been particularly identified with 
the agitation to have the Canadian Wheat Board placed upon a 
permanent basis with monopoly powers to cover all western grains. 
Their strength was strikingly demonstrated with respect to the ultimate 
success of the policies they put forward before the Royal Grain Inquiry 
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Commission of 1938. They are generally credited with having been 
the driving force behind the negotiation of the British Wheat Agree¬ 
ment. They have been assiduous in keeping alive the project of an 
international wheat agreement, and when such an agreement was 
concluded in Washington in 1948, public tribute was paid to the 
efforts made by the Pools in consistently seeking a way to “get a 
steady contract for the farmer.”*’ 

In the distribution of honours after World War II the President of 
the Saskatchewan Pool, Mr. John Wesson, and the President of the 
Manitoba Pool, Mr. W. J. Parker, received respectively the O.B.E. and 
the M.B.E. in recognition of their services to Canada during the course 
of the struggle. Mr. Parker has served on the board of the Canadian 
Broadcasting Corporation and has recently become a Director of the 
Canadian National Railways. He has also acted as Chairman of the 
Board of Governors of the University of Manitoba. Mr. R. D. Purdy, 
General Manager of the Alberta Pool, is a Director of the Bank of 
Montreal. 

In 1931 the thfee Pools assumed a debt of over $22,000,000 to their 
respective governments as a result of the disasters of 1929 and 1930. 
In 1949 this debt had been completely repaid plus $12,300,000 in 
interest, a total of more than $34,000,000. After twenty-five years of 
operations the three Pools own 1,883 country elevators and 8 terminals, 
nearly one-third of Canada’s licensed grain storage. They operate in 
addition to elevators 5 plants and mills, 3 livestock yards, and 1,500 
houses, coal sheds, etc., in the service of their organizations. These 
properties represent an investment of over $55,000,000 in which 
208,000 members have an equity exceeding $32,000,000. In the last 
eighteen years the three Pools have not only recovered from the 
calamitous years of 1929 and 1930 but they have greatly strengthened 
and consolidated their position. 

•’Statement of J. Vesugar, head of delegation from India, Plenary Session, 
International Wheat Council, Washington, March 6, 1948. 
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The United Grain Growers 
Limited 

The United Grain Growers Limited occupies a unique position in the 
marketing structure of the Canadian grain trade. Originating in 1906 
as the Grain Growers’ Grain Company, and assuming its present name 
in 1917 on amalgamation with the Alberta Farmers’ Co-operative 
Elevator Company (1913), it is rooted in the very beginnings of the 
grain growers’ co-operative movement in Western Canada. Prior to 
the rise of the Pools it shared with the Saskatchewan Co-operative 
Elevator Company (1911) the co-operative field in the marketing of 
western grain. The latter company was absorbed in 1926 into the 
Saskatchewan Pool, but the Lfnited Grain Growers Limited retained 
its identity and continues to exemplify the general philosophy of co¬ 
operation in Western Canada in its earlier stages of development. The 
movement of the early days was of a broad agrarian nature and the 
old Grain Growers’ Grain Company was an essential part of the initial 
challenge of the western grain growers to the monopoly position 
enjoyed by the private grain trade, by reason of the latter’s arrange¬ 
ments with the railways, in handling grain at country shipping points. 
During those early years the company was under constant attack and 
bore the full brunt of the struggle which arose between those interested 
in marketing grain co-operatively and the established grain trade.’ 

As an organization the United Grain Growers Limited has been 
facetiously described as “having one foot in the pit [i.e., the Grain 
Exchange] and one foot in the Pool.” In a sense this is not an imfair 
characterization of its position between the Pools, in the establishment 

'See D. A. MacGibbon, The Canadian Grain Trade (Toronto, 1932), pp. 50, 
324-5. 
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of which it played an important part, and the private grain trade. 
Actually, the shareholders of the United Crain Growers Limited 
have always prided themselves on their close adherence to the 
plan of organization developed by the Rochdale Equitable Pioneers 
Society, the real founders of the co-operative movement. The status 
of the United Grain Growers Limited, not only as a co-operative 
society but as a pioneer in agricultural co-operation in Canada, was 
fully recognized by the Royal Commission on Co-operatives and by 
the Canadian Minister of Finance in dealing with the taxation of 
co-operatives.^ 

From the standpoint of control the organization is very like the 
Pools. Its 35,000 members are grouped into 281 locals whose member¬ 
ship varies from 50 to 250 each. Each member has one vote in the 
local to elect a delegate to the annual meeting, and each local is 
represented by one delegate. General policies are determined at the 
annual meeting. The delegates also elect four directors annually for 
a three-year term. This gives the company a board of twelve directors, 
four of whom retire each year. 

Like the Rochdale Pioneers and British co-operative organizations 
generally, the United Grain Growers is a co-operative with share 
capital and in this respect resembles an ordinary joint-stock company. 
There are, however, limitations upon the amount of stock which can 
be individually held, and holdings of the voting stock are restricted 
practically to active farmers. TTie original Grain Growers’ Grain 
Company had an authorized capital of $2,000,000 in shares of $25 par 
value. Only farmers or their wives were eligible for membership, 
and ownership was limited to 40 shares. While authority was obtained 
under the charter to distribute patronage dividends, these originally 
were hmited to shareholders and distributed only after paying 8 per 
cent on capital. The latter requirement is in accord with the Rochdale 
conception of “hiring” capital for co-operative purposes. These pro¬ 
visions were modified in 1915 to permit payments of patronage divi¬ 
dends to non-member patrons while the rate of interest payable to 
shareholders as a prerequisite was left to the discretion of the directors. 
When the United Grain Growers Limited was formed in 1917 the 
capital of the new organization was placed at $5,000,000. 

The United Grain Growers operates under a charter secured by 
a special act of Parliament and is the only co-operative producers’ 
association incorporated in this way. The Grain Growers’ Grain 

^United Crain Growers Limited, Annual Report, 1946, p. 18. 
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Company was originally formed under the Manitoba Companies Act 
and for some years functioned as a commission firm. When it decided 
to enter the field of elevator operation it obtained in 1911 a special 
act of Parliament which gave it the necessary powers to do so. An 
amendment to this Act was secured in 1917 to cover the amalga¬ 
mation of the Grain Growers’ Grain Company with the Alberta 
Farmers’ Co-operative Elevator Company, and the company assumed 
its present name. In 1941 a further amendment to the charter was 
procured when the capital structure of the company was reorganized. ‘ 
Reorganization became necessary because the company wished 
to retain its nature as essentially a co-operative company controlled 
by its farmer members. With the passage of time an increasing pro¬ 
portion of the share capital was being held by persons who were 
no longer active farmers. To remedy this situation the shares of the 
company were split into Class A Preferred shares and Class B shares. 
Class A shares are of par value of $20, do not give voting powers, 
are redeemable on call for $24, and carry a dividend rate of 5 per 
cent. These dividends to the extent earned must be paid ahead of 
any other dividends. Individual holdings may not exceed 250 shares. 
Class B shares are of par value of $5, carry voting powers, and the 
issue is restricted to active fanner customers. Holdings are limited 
to 25 shares per person. The company has the right to repurchase 
these shares, but must in practice resell them, since it may not hold 
more than 10 per cent of the total number outstanding at any time. 
Under these arrangements the control and direction of the company 
rest with its active farmer membership. 

While the payment of patronage dividends has always been part 
of the policy of the company its performance in this direction was 
limited for many years by the members’ desire to build up a strong 
financial position and expand elevator facilities. Characteristically, 
a large part of its earnings were ploughed back into the company. 
The first attempt in 1906 to pay patronage dividends encountered the 
violent opposition of the private grain trade and the company was 
suspended from the trading privileges of the Winnipeg Grain Exchange 
on the technical ground that such payments violated the commission 
rule of the Exchange. This suspension continued for some months, 
causing great diflBculties for the company; reinstatement only occurred 
when the company agreed to abide by the rules of the Exchange as 
then interpreted. The attitude of the Exchange later became less 
^Statutes of Canada, 1911, c, 80; 1917, c. 79; 1940-41, c. 40. 
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intransigent on this question, and patronage dividends were paid by 
the United Grain Growers Limited for the fiscal years ending in 1926, 
1927, and 1928. Since these payments, however, were only applicable 
to purchases of street grain the issue raised by the earlier attempt 
to pay patronage dividends on grain handled on a carload basis 
did not technically arise. There followed a lengthy period when, 
owing to short crops, the earnings of the company were not sufiBcient 
to provide for a return on capital stock and the payment of patronage 
dividends. With returning prosperity in 1940.41 the United Grain 
Growers Limited resumed the practice of paying patronage dividends, 
but upon the wider basis of payments on all grain delivered to 
United Grain Growers Limited elevators. These payments for the 
five years ending July 31, 1946 exceeded in total $2,500,000.^ 

The United Grain Growers Limited took a very active part in 
the discussions which followed the disappearance of the first Ganadian 
Wheat Board of 1919, and which led to the inauguration of the Pools 
in 1923, but it was not itself absorbed by the new organizations. 
At the time the Pools were being formed the company’s member¬ 
ship was sharply divided between Pool and non-Pool farmers. In order 
to assure adequate elevator services while avoiding unnecessary dupli¬ 
cation of farmer-owned elevators, and also to assure continuing 
services to non-Pool farmers, the company made proposals to the 
Alberta and Manitoba Pools for the operation of elevators through 
new provincial companies to be established under the joint control 
of United Grain Growers Limited and the Pools. At the same time 
the United Grain Growers Limited firmly maintained the right of its 
non-Pool farmer members to make use of the company’s facilities 
in selling their grain individually through the open market. The plan 
of joint operation was accepted by the Alberta Pool, to which the 
United Grain Growers Limited had given substantial assistance in 
getting started, but negotiations finally bogged down over the appoint¬ 
ment of a manager to the new joint company. Each party wanted 
its own man in the position and neither would give way. In Manitoba 
the break came with the refusal of the Pool representatives to negotiate 
on the ground that the two systems of marketing were fundamentally 
opposed, and that the handling of pool and non-pool grain through 
the same elevator system was “incompatible.”® 

Although the United Grain Growers Limited and the Pools decided 

‘United Grain Growers Limited, Annual Report, 1940, p. 28. 

’^The United Grain Growers Record, published by the company, 1944, p. 69. 
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to go their separate ways an eflFort was made by the former to avoid 
the indiscriminate duplication of farmer-owned elevators. At quite 
a number of points the United Grain Growers Limited sold its elevators 
to the provincial Pools with a view to avoiding losses from duplication 
of facilities where there was insufficient grain to warrant two elevators. 
The decision to sell or not to sell to the Pool was made after con¬ 
sultation with the company’s local shareholders. By the end of the 
crop year 1927-28 the company had sold a total of ^ elevators to the 
Pools and had also leased 20 other elevators to them. Gompetition, 
however, between the two types of farmer-owned co-operative orga¬ 
nizations continues to exist at many local shipping points, has, in fact, 
increased with the expansion of their respective elevator systems. At 
400 shipping points or more the United Grain Growers Limited is in 
competition with the Pools. At about fifty of these points the only 
competition is that between the two co-operatives. 

While in a business way the competition between these two orga¬ 
nizations is quite as keen as that between the co-operatives and the 
private elevator companies, a certain amount of ill feeling that 
developed at the outset between the Pools and the United Grain 
Growers Limited over the latter’s refusal to disregard the rights of 
its members who were unfavourable to pooling, and to allow its 
absorption into the Pools, has largely disappeared. All four organi¬ 
zations (the three provincial Pools and the United Grain Growers) 
are associated through provincial agricultural federations and the 
Canadian Federation of Agriculture. In 1937 discussions occurred 
between the United Grain Growers Limited and the Alberta Pool, 
and later the three Pools, on the possibility of fusion but nothing 
developed from them. 

The United Grain Growers Limited exemplifies a point of view that 
distinguishes it both from the Pool organizations and from the private 
elevator companies. When the establishment of a western wheat pool 
was first mooted, officials of the United Grain Growers Limited were 
prominent in promoting the movement, but this advocacy was always 
subject on its part to the overriding consideration that the individual 
farmer had a right to decide by what method he would market his 
grain. As noted above, after its insistence on this principle led to 
a break with the Pool organizations, the Company sold its elevators 
to the Pools at those points where a majority of its shareholders were 
in favour of pool marketing, and withdrew. 

For the same reason the United Grain Growers Limited has never 



GROWERS LIMITED 193 

advocated establishing the Canadian Wheat Board permanently in 
a monopoly position to market Canadian wheat, though it urged the 
estabhshment of the Canadian Wheat Board in 1935 and recognized 
the need of its monopolistic powers to meet emergency conditions 
created by war and its aftermath. In advocating the retention of the 
Wheat Board as organized in 1935 it has always emphasized its 
value as an instrument by which the Dominion Government coiJd 
ensure to grain growers minimum prices in years of depression, but 
it has also always been opposed to any compulsory system of market¬ 
ing,* except under emergency conditions. 

The United Grain Growers Limited never accepted the doctrine, 
made popular by Aaron Sapiro, that by means of a 100 per cent pool 
Canadian grain growers could exact a higher price from foreign 
consumers of Canadian wheat than competitive conditions would 
warrant.' The idea that international combinations of wheat pro¬ 
ducers could advance the price of wheat was not supported by the 
company either; it could not see that the International Wheat Agree¬ 
ment of 1933 would produce any useful results. Its essential view 
has been that the wheat growers of Western Canada are primarily 
engaged in the production of wheat for export, and the future pros¬ 
pects of this industry are bound up with greater freedom in inter¬ 
national trade and a reversal of the trend towards rigid controls.* 
It supported, however, the London and Washington negotiations 
which led to the present wheat agreement and one of its directors 
was a member of the Canadian delegation. 

In conducting its business the United Grain Growers Limited 
has relied upon its own elevators to handle the grain of its farmer 
members and employs the open market when available to afford to 
them the facilities of selling it on the basis of values established 
competitively. Hence the United Grain Growers Limited has never 
advocated the closing of the futures market of the Winnipeg Grain 
Exchange. In 1931 the President of the United Grain Growers Limited, 
in giving evidence before the Stamp Commission, said the opinions 
expressed by some witnesses, who were unfavourable to the futures 
market, seemed hardly fair or completely representative. He added 
that his own experience as a farmer and official of a farmers’ grain 

Hbid., p. 39. 

'See MacGibbon, The Canadian Grain Trade, pp. 69, 354-5. 

^PreserOation of the United Grain Growers Limited to the Royal Grain Inquiry 
Commission Conducted by Mr. Justice Turgeon. No. 1, General Statement (Win¬ 
nipeg, 1937), pp. 24-31. 
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company was that the futures market was a distinct benefit to them 
as a class.* In its principal brief to the Turgeon Commission of 1938 
the company recommended the appointment of a supervisor of the 
Winnipeg market along the lines suggested by the Stamp Commis¬ 
sion.'* The solution to the problem of the western grain growers, in 
the view of the company as stated on various occasions, is not found 
in the machinery of marketing but in efllciency in production and in 
enlarged markets. 

Moreover, as a further mark of its independence of viewpoint, 
in the controversies which developed in the nineteen-twenties over 
whether terminal elevators should be permitted to continue mixing 
wheat of various grades before final inspection" the United Grain 
Growers Limited took a decided stand in favour of this practice. 
It argued that mixing lessened the spreads between the lower grades 
and the highest. Provided that proper safeguards of inspection were 
maintained to protect the quality of the export grades, it believed 
that no injury would result to the quality or reputation abroad of 
Canadian exports of wheat, and that mixing would be a decided 
advantage to the western grain grower in disposing of off grades. It 
opposed, therefore, the prohibition of mixing in the higher grades 
when this step was taken by Parliament in 1929. Nor has it changed 
its position in this respect. In 1937 it reported at its annual meeting 
that investigations made by its research department confirmed its 
contention in that the spreads between different grades of wheat had 
widened following the changes in the Canada Grain Act introduced 
earlier.’* 

The United Grain Growers has always been subject to the levies 
of the Canadian Income War Tax Act. When the Income Tax Act 
was passed in 1917 it did not seek exemption or make any effort 
to avoid the tax. As a member of the Canadian Council of Agriculture 
it had advocated personal and corporation income taxes and felt that 
any other attitude would be inconsistent with its previous position. 
When the Income War Tax Act was amended in 1930 to exempt 
certain co-operative organizations, the terms of the amendment were 
not wide enough to apply to the United Grain Growers Limited. 

^Report of the Royal Commission to Inquire into Traditig in Grain Futures 
(Ottawa, 1931), p. 55. 

'oPreserUation of the United Grain Growers Limited to Mr. Justice Turgeon, 
p. 37. 

"See MacGibbon, The Canadian Grain Trade, pp. 158, 162, 168-77. 

'^United Crain Growers Limited, Anruial Report, 19.30, 1932, 1937. 
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Actually, until 1940 the payment of income tax did not constitute a 
severe burden upon the company, but this was no longer the case 
following the sharp increase in income tax rates as a result of the 
war. In the five years beginning vdth 1940 the company paid out as 
income and excess profits taxes over $900,000. 

With the appointment of the Royal Commission on Co-operatives 
the United Grain Growers Limited set out to vindicate its status 
as a co-operative. As a co-operative it alleged discrimination against 
it in the levying of income tax in comparison with the position enjoyed 
by the Pools. It argued generally that patronage dividends should 
be deductible from earnings before the calculation of income tax. 
In this connection it pointed out that, if this deduction were not 
allowed, in addition to the income tax it had already paid from 1940 
to 1944 inclusive it would be liable for a further sum in taxes exceed¬ 
ing $1,500,000. It also held that dividends paid by the United Grain 
Growers Limited to its shareholders should be exempt up to 5 per 
cent on the ground that “there should be no difference for taxation 
purposes between co-operatives organized on share capital or on a 
loan basis.”*’ In the outcome the United Grain Growers Limited’s 
position as a co-operative enterprise was fully vindicated. Patronage 
dividends secured exemption, but the company failed in its plea that 
dividends on its capital stock should be treated as the “hire” of capital 
and, therefore, be deductible as an expense of operation. 

The position taken by the United Grain Growers Limited on 
problems of public policy emphasizes its strongly independent 
position. In its dislike of controls, in its opposition to the establishment 
of a permanent system of compulsory marketing through the agency 
of a centralized grain board, in its support of the mixing privilege, 
and in its recognition of the benefits of a futures market, the company 
has taken a stand similar to that of the private elevator interests. On the 
other hand, its advocacy of tax exemption for patronage dividends, 
its support of measures designed to increase the welfare of western 
farm producers, and particularly the generous financial assistance 
given to farmer organizations, mark its affliations with the co-operative 
movement.** 

As a grain marketing organization the United Grain Growers 

^^Presentation of the United Grain Growers Limited to the Royal Commission 
on Co-operatives (Ottawa, 1945). 

*<Financial assistance given to various farm organizations exceeds $350,000. 
United Grain Growers Record, p. 65. 
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Limited has remained distinct from the private elevator companies. 
It is not a member of the North-West Line Elevators Association. In 
buying grain, under open market conditions, at country points it 
buys on the basis of its own market appraisals but co-operates with 
the Pools and the private trade in informing local elevator agents of 
daily fluctuations in price. It is a member of the Winnipeg Grain 
Exchange and makes full use of such facilities as are now available. 
Membership in the Grain Exchange does not, however, distinguish 
it from the Pools or the Canadian Wheat Board. 

While hedging the purchases of its members protected the United 
Grain Growers Limited from the difficulties that attended the opera¬ 
tions of the Pools when the price of wheat feU in 1929, the period of 
widespread crop failures, low prices, and short crops between 1929 
and 1938 brought serious problems and reduced earnings to all the 
elevator companies. During these years the United Grain Growers 
Limited’s earlier pohcy of building up strong reserves enabled it 
to meet unfavourable conditions over an extended period without un¬ 
due difficulty. No dividends were paid, however, for the fiscal years 
ending in July of 1937, 1938, and 1939.*“ With the turn of the tide, 
bountiful crops coinciding with the war and large carryovers, earnings 
have risen to high levels. 

During the period as a whole the United Crain Growers Limited 
expanded its elevator system and at the same time strengthened its 
financial position. Its balance sheet as at July 31, 1948 showed an 
investment in elevators and other capital facilities amounting to 
$14,658,692 against which depreciation reserves had been set up 
which totalled $7,813,915. Current and working assets were $7,058,596, 
which, after deducting current liabilities, left it with a working capital 
of $2,900,337. Outstanding 3 per cent serial bonds and 4 per cent 
sinking-fund bonds amounted to $3,750,000. The shareholders’ equity 
including capital stock, reserves, and surplus totalled $6,153,746. 
Legislation was obtained in 1950 to enable the company to increase 
its capital from $5,000,000 to $7,500,000.'® 

The expansion of its elevator system has been particularly note¬ 
worthy. In 1932 the total number of country elevators owned was 
468. In connection with these elevators it had 53 annexes, 292 coal 
sheds, 224 supply warehouses, and 148 agents’ cottages. By 1948 the 
number of its country elevators had increased to 628 with 104 perma- 

'“Unlted Grain Growers Limited, Annual Report, 1937, 1938, 1939. 

^*Ibtd., 1949; Statutes of Canada, 1950, c. 67. 
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nent annexes and 329 temporary annexes, 364 coal sheds, 296 flour 
houses, and 348 agents’ cottages. A large part of this increase occurred 
in 1948 when the company purchased 110 country elevators from the 
Reliance Grain Company. Of these 96 were in Saskatchewan. The 
company has its own terminal at Port Arthur with a capacity of 
5,500,000 bushels and operates another terminal at Vancouver with 
a capacity of 2,600,000 bushels. This terminal is leased from the 
National Harbours Board. 

For technical reasons these terminals are managed through a 
subsidiary company. In addition, the company ovwis four other sub¬ 
sidiary companies: the Country Guide Limited, the Public Press 
Limited, and the United Grain Growers’ Securities Company Limited, 
as well as an export company. An important part of the business of 
the Securities Company consists in placing insurance on the main 
company’s properties and on the grain carried in its elevators. It 
also handles hail insurance for farmers, as well as fire, automobile, 
and accident insurance. 

The need of an organ to represent the grain growers’ point of 
view was felt very early in the co-operative movement. To meet this 
need a paper was established in 1^8 by the Grain Growers’ Grain 
Company, which was originally named the Grain Growers Guide. 
The paper was financed by the company until it became self-support¬ 
ing. By 1913 it had the largest circulation of any farm journal pub¬ 
lished in Canada. In 1926 the Guide was changed from a weekly 
to a semi-monthly; in 1928 the name was changed to the Country 
Guide; and in 1930 it became a monthly. In 1936 the Guide bought out 
the Nor-West Farmer. The magazine, now enlarged in size, has a 
subscription list of nearly 200,000 and the largest circulation of any 
publication of this nature in the Commonwealth. 

In the earlier stages of its history the United Grain Growers 
Limited and its predecessor, the Grain Growers’ Grain Company, 
largely as a result of the pressure of its shareholders, branched out 
into a variety of ventures designed to serve the farming constituency 
of Western Canada. 'These activities included the manufacture and 
sale of lumber, sale of farm machinery, and livestock marketing. Some 
of these enterprises were successful; others were not, and for this or 
other reasons were closed out. For a considerable period the company 
successfully operated an export business in grain through New York 
and Vancouver, but discontinued this business in 1935 because of 
the speculative risks involved and the reduced flow of grain for export 
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from short crops. The United Grain Growers Limited has continued 
to carry on a farm supplies department through which it sells mainly 
binder twine, flour, and coal. An important development in recent 
years has been the manufacture of a line of livestock feeds, with 
a plant located in Edmonton, Alberta. 

It is, however, as an independent, farmer-owned, co-operative 
grain company, with its own country and terminal elevators, that 
the United Grain Growers Limited must be known. As such it has 
registered substantial success. Moreover, in the realistic presentations 
it has made to various royal commissions and in public questions 
affecting farmer interest it has exerted a decided influence upon the 
nature of agrarian legislation. It is somewhat remarkable, and a tribute 
to the ability with which these farmer co-operators have managed 
their business, that the company has continued to show vigorous 
growth while holding its own against the competition of the Pool 
organizations on one side and that of the private elevator companies 
on the other. A recent indication of the support that the company 
receives from its members is shown in the announcement in its 1948 
annual report that an offering of $500,000 of new capital stock had 
been oversubscribed and that this was being followed by another issue 
to the same amount. 
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The independent companies: 
The Winnipeg Grain Exchange 

Although in the last fifteen years the Pools have strengthened their 
position in the grain trade by reason of their greatly improved financial 
situation, this improvement has not noticeably occurred at the expense 
of the larger independent grain companies, nor, as we have seen, of 
the United Grain Growers Limited. A general indication of the im¬ 
portance of each group is afforded by the relative amounts of grain 
handled by the competing organizations at country points. For the 
crop year 1946-47 the three Pools handled approximately 41 per cent 
of the grain marketed. The balance was handled by the independent 
companies and the United Grain Growers Limited. The percentage 
handled varies from province to province and also somewhat from 
year to year, chiefly because of varying regional climatic conditions. 
On the whole, the situation seems to have settled down to keen but 
stabilized conditions of competition between the producer-owned 
companies and the independent interests, a condition calculated to 
give the producer the greatest degree of efiBciency and service in the 
handling of his product. 

One general development of interest has been an appreciable 
reduction in the number of country elevators serving the producers. 
The number of country elevators licensed for the crop year of 1947-48 
was 5,326 compared with 5,652 for the crop year of 1M2-33, a decrease 
of over 300. This reduction, however, has been more than counter¬ 
balanced by the erection of larger elevators when replacements have 
occurred or when new elevators have been built. In addition, many 
annexes have been constructed to supplement the storage capacity of 
other elevators in use. Licensed storage capacity at country points 
199 
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for the crop year of 1932-33 was reported to be 190,173,800 bushels, 
and at the end of 1947 to be 190,644,500. Of this capacity the Pools 
controlled space for 97,902,300 bushels, slightly over one-half of the 
total. 

For the independent companies the period has been one marked 
by the consolidation of various companies to form larger systems. On 
the whole, the stronger companies have become larger but several 
well-known moderately sized companies have disappeared, in certain 
instances because of the death or retirement of the principal share¬ 
holders in the concern. Consolidation is not a new development; the 
trend towards concentration of control was already clearly apparent 
in 1932.' For the crop year of 1932-33 nineteen country elevator or 
flour millin g companies operated systems of country elevators with a 
total of 3,167 country elevators. The average number of country 
elevators operated by an individual company was 167. One company 
had 418 country elevators and another company 326; other systems 
were less extensive. For the crop year 1947-48 eight country elevator 
companies and one flour milling company operated 2,538 country 
elevators with an average of 254 units per system. Of these enterprises 
one company owned 436 country elevators and three other companies 
exceeded 300 elevators each. Tlie reduction in the number of com¬ 
panies has meant a decrease in head oSice expenses and expansion 
has enhanced the ability of these companies to meet and offer com¬ 
petition. The trend towards larger enterprises has not ceased, and the 
probable end result will be the gradual emergence in the independent 
sector of the grain trade of a small number of really large companies, 
with the balance distributed among relatively small enterprises, includ¬ 
ing local ventures operating a single elevator. Of the latter type there 
were 34 reported for the crop year of 1947-48. 

Another significant feature has been the interchange of country 
elevator facflities at many points between competing companies. When 
companies have found that they owned elevators at certain points 
which for various reasons were not proving profitable, or were too far 
away from their other elevators to be convenient to service or to super¬ 
vise, sales have been made to other companies located there, the 
transaction usually being balanced by the purchase of elevators from 
other companies at a similar disadvantage at points where they them¬ 
selves were firmly established. Interchanges of this nature have tended 


'See D. A. MacCibbon, The Canadian Grain Trade (Toronto, 1932), p. 319. 
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to increase the amount of grain handled per unit of operation for 
each company with a reduction in the costs of operation and super¬ 
vision. The process of interchange has been one element in reducing/ 
the total number of country elevators in operation. 

The country elevators owned by companies that have disappeared 
without being absorbed outright into another company have been 
disposed of piecemeal, partly to the producer-owned companies and 
partly to the independent companies. The object of purchase has 
been the desire to round out the system of a company or to strengthen 
its position at a certain point. Where an amalgamation has occmred, 
which usually involves a certain number of duplications, surplus 
elevators have been sold or dismantled. The National Crain Company, 
now with 356 country elevators, represents a fusion made in 19^ of 
the elevator companies controlled by the Peavey interests of 
Minneapolis. With its consummation the British American, Northern, 
National, and Crand Trunk Pacific elevator companies disappeared. 
Federal Crain Limited, with 436 country elevators, completely owns 
the Alberta Pacific Crain Company (1943), vdth 304 elevators. In 
1940 the N. Bawlf Crain Company’s country elevators were taken 
over by the Alberta Pacific Crain Company, Federal Crain Limited, 
and the United Crain Crowers Limited. The last large country elevator 
company to disappear has been the Reliance Crain Company, which 
sold its elevators after the death of one of its principal shareholders, 
Mr. Sidney Smith. The Reliance operated 228 country elevators, th^ 
bulk of which were acquired by the United Crain Crowers Limited 
and the Searle Crain Company. Thus, although there has been a 
reduction in the number of country elevators, there is no lack of 
facilities to meet producers’ requirements. An outcome of these 
developments has been, by and large, that the independent companies 
have increased their ability to maintain their position in the face of 
sharp competition offered to them by the producer-owned companies. 
Competition between the Pools and the independent companies has 
not, of course, precluded equally severe competition between members 
of the latter group. 

The reduction or the increase in the number of country elevators 
owned by an individual company is significant from another angle. 
The size of a country elevator system conditions the amount of 
terminal facilities a company svill require. Transfers in the owner¬ 
ship or operation of terminal elevators at Port Arthur and Fort William 
have reflected developments in the country elevator field. Hie 
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Saskatchewan Pool, with its eictensive line of country elevators, has 
three of the largest terminals at the Head of the Lakes and is increas¬ 
ing its terminal storage capacity to make good the loss sustained 
at Saskatchewan Pool Terminal No. 5 by dust explosion in 1945. Since 
1932 the available storage capacity at the Head of the Lakes has 
declined, partly on account of the scrapping of two old terminals, 
each with a capacity of 2,500,000 bushels, which were owned by the 
Canadian Pacific Railway Company. The Northland Elevator, with 
storage capacity of 7,500,000 bushels, also owned by the C.P.R., has 
not been operated recently. The dust explosion which wrecked 
Saskatchewan Pool Elevator No. 5 entailed a loss of 2,100,000 bushels 
storage capacity. In 1932 there was total storage space at Fort William 
and Port Arthur for 92,782,210 bushels and in 1947 for 78,702,210 
bushels. 

A basic reason for the decline of terminal storage capacity at the 
Head of the Lakes has been the flow of a substantial volume of grain 
westward through Pacific ports, where terminal storage capacity has 
remained stable at approximately 20,000,000 bushels. When shipments 
via the Pacific almost ceased during the war, the urgent need for 
additional storage space at Fort William and Port Arthur wsis met 
by the construction of temporary storage bins with a total capacity 
of 50,000,000 bushels. This temporary storage space has since been 
removed. 

The fact that a number of lives were lost in a dust explosion at 
Saskatchewan Pool Elevator No. 5 in 1945 led to an extensive investi¬ 
gation by the Ontario Government of the conditions under which 
employees of these terminals performed their duties. As a result, 
additional safety installations were required to be made. These 
included installing in each elevator dust removal apparatus at a cost 
to each terminal of from $100,000 upwards, depending upon the size 
of the terminal. While these installations have added to the capital 
investment of each elevator without bringing in additional revenue, 
they have greatly abated the dust nuisance and improved the working 
conditions of the employees. Dust removal systems are also being 
installed in the interior terminal elevators operated under the Board 
of Grain Commissioners for Canada. 

Except for the general control by the Canadian Wheat Board of 
the flow of grain forward from coimt^ shipping points to the terminals 
and the mills, the technique of handling Canadian grain in its details 
has remained practically unchanged. The country elevator operators. 
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when acting as agents for the Wheat Board, issue participation certi¬ 
ficates in addition to the usual elevator receipts, but apart from this 
procedure grain is delivered and goes forward in the usual way. It 
is weighed and inspected by the ofBcials of the Board of Grain Com¬ 
missioners at the terminals, and all of the safeguards of the Canada 
Grain Act have been retained except where the increased powers of 
controlling movement given to the Wheat Board come into play. When 
grain intended for the Wheat Board reaches the terminals it is 
delivered to the Board. The fact must be clearly grasped that the 
Canadian Wheat Board is essentially a marketing organization super¬ 
imposed upon the structure of grain handling developed through many 
years of growth and experience. Incidentally, one feature of the Wheat 
Board’s activities has been a heavy increase in clerical work in the 
offices of the grain companies, growing out of the requirements of the 
Wheat Board in the fulfilling of its duties. 

The establishment of the Canadian Wheat Board and the gradual 
expansion of its activities, particularly during the war, inevitably 
brought a decline in the importance of the Winnipeg Grain Exchange 
as the heart and focus of the grain-marketing structure of Western 
Canada. Public attention tended to shift away from the reduced 
activities of the Exchange to the policies of the Dominion Govern¬ 
ment and the administrative work of the Canadian Wheat Board. 
Viewed broadly, the circumstances which account for the decline 
in free marketing in the West were partly of a regional nature and 
partly of a world-wide character. 

An outstanding phenomenon in the interval between the Great 
Depression and the close of the Second World War was the change 
that took place in the methods employed in the sale and purchase 
of wheat and other grains that enter into international trade. The 
older system of private trading through the medium of open markets, 
employed in countries of export and of import, largely gave way to 
bulk purchases negotiated between governments or government 
agencies and frequently handled in detail under the supervision of 
administrative officials. Trading ceased to be individual and in a strict 
sense became international. Under these conditions the prices that 
were agreed upon were determined under the influence of a variety 
of pressures to which governments are subject. If the prices estate 
lished in this way proved to be not in accord with the marketing 
trend of world values, either the producer or the consumer suffered 
or he was protected by governmental action and the burden fell upon 



204 THE INDEPENDENT COMPANIES 

the taxpayer. Except through gain or loss in prestige the actual 
negotiators were not aflFected; their private capital was not at venture. 
All the propaganda resources of their governments were behind them 
to prove that the agreements negotiated were the best possible. 

Under a system of private trading on an open market prices were 
established by the bids and offers of a large group of buyers and 
sellers who watched world conditions of supply and demand with a 
critical eye and made their appraisals in the light of their personal 
judgments. In so far as they were able to do so they protected them¬ 
selves from losses by hedging their transactions in the futures markets, 
but where their judgment proved faulty and losses did occur the 
penalty was upon themselves. The result was the establishment of 
world prices for wheat and other cereals in a market of extreme sensi¬ 
tivity that year in and year out reflected with great accuracy the 
relationships between supply and demand both immediate and pros¬ 
pective. The growth of state trading seriously impaired this system. 
While state marketing in food grains did not extend to all countries, 
it greatly reduced the scope of free marketing, and in Canada, for 
the time being at least, has led to its disappearance as far as wheat 
is concerned. 

The first shock to the free marketing system came with the First 
World War when the marketing of wheat under the emergency con¬ 
ditions which developed was brought under the control of govern¬ 
ments or government agencies.^ After the war free markets recovered 
to a large degree their former position and functioned effectively in 
establishing international values for wheat and other grains while 
facilitating the distribution of stocks through private channels of trade. 
Nevertheless, during this period a definite trend towards over¬ 
production became apparent. This trend owed its origin chiefly to 
nationalistic government policies, particularly in Europe. It was a 
reaction in part, but only in part, to the attempts of producer orga¬ 
nizations in the exporting countries to get together with a view to 
obtaining greater returns for their members, which meant higher 
prices for the European consumer. This aspect of the situation has 
been given wide publicity, but for military as well as political reasons 
the governments of European countries were predisposed on their own 
part to give increased protection to their domestic producers even 
though the effect was to encourage increased uneconomical production. 
Another contributing element was the prevalence of high tariffs on 

^Ibtd., pp. 55-65. 
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manufactured goods in the wheat-exporting countries. High protective 
duties made it increasingly difficult for European manufacturers to 
secure access to markets abroad and thereby, in the balance of inter¬ 
national trading, to provide their countries with the exchange neces¬ 
sary for a large import of food grains. The explanation for continued 
over-production thus runs in terms of national policies which were 
destroying the equilibrating functions of free markets. By 1929 the 
situation in wheat had definitely become one of serious disequilibrium 
between world supply and demand. 

This disequilibrium was the factor in the Great Depression of 
1929-32 which led to such an unprecedented fall in the price of wheat 
at that time. The reduction in the standard of hving of very large 
agricultural groups compelled fresh interventions of governments, for 
social as well as for political reasons. Various measures were taken, 
but all were restrictive in nature. In the importing countries, to 
protect the foreign exchange position and to sustain national producers, 
proceedings were initiated designed to increase the use of domestic 
grains while the flow of imports was controlled and reduced. Regula¬ 
tions became rigid and complex. The methods employed included 
higher import tariffs, the establishment of control boards, the imposi¬ 
tion of embargoes, quota allotments, and the negotiation of purchases 
through centralized government agencies of such foreign supplies 
as were absolutely required. In countries of export the urgent problem 
was to aid producers in the distress caused to them by the prevailing 
low prices and limited marketing outlets. Price guarantees, ultimately 
entaihng limitations on the amount of wheat allowed to be marketed 
in a given year, accompanied more immediate and direct forms of 
government aid.” In certain instances surpluses were taken off the 
market by government agencies and disposed of in various ways, 
usually under conditions involving a government subsidy. In other 
instances grain was acquired and held in store to wait for more 
favourable conditions of sale. All these expedients meant that forces 
not purely of a commercial nature were having their effect upon the 
free marketing system for grains. Although the markets continued to 
operate, their position was being seriously undermined.* The decline in 
the importance of the open market of the Winnipeg Grain Exchange 

*See above, pp. 17 ff. 

<For developments in the United States see J. S. Davis, Wheat and the A.A.A. 
(Washington, 1935). Also Food Research Institute, On Agrictdtural Policy, 1928-^ 
(Stanford. Calif., 1939). 
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must be viewed, therefore, as deriving chiefly from this world change 
in the methods of international trading in grains induced fundamen¬ 
tally by the protective policies pmsued after the First World War 
and greatly extended by the measures taken during the course of 
the Great Depression. 

In Western Canada the Exchange had not only to face the diffi¬ 
culties caused by the over-all change in world conditions, but had 
also to meet a peculiarly difficult local situation. On the prairies there 
has always been a strong tendency on the part of the producers to 
blame the Exchange and the free marketing system for low prices 
when these have prevailed. To this must be added a general distrust 
of the elevator companies stemming from various abuses, now largely 
eliminated by statutory control and supervision, which were prevalent 
in the early days of wheat growing in Western Canada. To blame 
the open market for low prices is to make the error of holding that 
the method by which exchange values for grain are reached is a 
cause of low prices instead of being merely a register of the strength 
of the really determining forces, the current world conditions of 
supply and demand. 

Although several Royal Commissions in Canada, especially the 
Stamp Commission, after careful investigations found that futures 
trading, even with its speculative aspects, was of distinct benefit to 
the producer in the prices he received for his product, these findings 
did not convince grain growers nor allay discontent with the opera¬ 
tions of the open market. The Pools, which had suffered so severely 
from their failure to estimate correctly the trend of world wheat 
values in 1929 and to hedge their country purchases, exploited this 
discontent as part of their general attack on the principles of free 
marketing while campaigning in favour of a permanent central market¬ 
ing grain board. The upshot was that in the main the Winnipeg Grain 
Exchange, under continuous attack from this quarter, bore the brunt 
of the producers’ wrath at low prices and at their unhappy situation. 
The reaction in Western Canada to low prices in this respect presents 
a contrast to the situation in the United States where the grain 
exchanges come under regulation to prevent abuses but where the 
elimination of free markets in grains has not really been an issue. 
United States grain growers sought a solution for their difficulties 
in other expedients. 

The appointment of John I. McFarland in November of 1930 to 
take charge of the surplus holdings of the Canadian Co-operative 
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Wheat Producers Limited brought a powerful influence to bear upon 
the operations of the Exchange.' Mr. McFarland had been and was 
an expert operator in the futures market, and in taking up his task 
chose to work through the market in his endeavour to dispose of 
the supplies of wheat he had in hand at prices that would avoid 
loss to the Government. This decision called for operations on the 
Exchange of large magnitude. While his aim was to raise and stabi¬ 
lize the price of Canadian wheat, nevertheless it must be noted that 
the presence in the futures market of a bold operator who controlled 
large stocks of wheat and who was backed by govenunent credit 
constituted an arbitrary factor in the market that impaired its efiBciency 
both as a marketing channel and as an accurate medium of register¬ 
ing wheat values. This remains true even though Mr. McFarland’s 
efl?orts to manipulate a rise in price vidthout a change in world con¬ 
ditions proved largely ineffective, the price of wheat continuing to 
decline until the middle of December of 1932. 

On August 15, 1933, following a sensational advance and decline 
of wheat prices, the Exchange, at the request of the Dominion Govern¬ 
ment, through Mr. McFarland established minimum prices on the 
futures market for wheat. The minimum set were the closing prices 
of August 14.® This peg continued in effect for one month, when 
restrictions on trading were lifted as a result of an improvement in 
the price situation. Thereafter for a lengthy period the Exchange, 
without further formal action, co-operated in an uneasy fashion with 
Mr. McFarland in his attempt to stabilize prices. It was becoming 
apparent that the Government was endeavom-ing to use the Exchange 
as an instrument of government policy, but with little success in an 
era of deep depression and of abundant supplies of grain. 

The effort at stabilization was still in proeess when the federal 
Government in 1935 introduced legislation to establish a Canadian 
grain board. From the nature of the bill it appeared obvious that 
the effect of the Government’s measure would be to eliminate the 
open market of the Exchange.'' As a result of the bitter parliamentary 
struggle which ensued this feature was relinquished and the scope 
of the WTieat Board Act was limited to wheat, with a proviso that, 
with government approval, the Board could apply the terms of the 
statute to oats, barley, flax, and rye. Moreover, in dealing with wheat 

'See above, pp. 17 ff., 33-4. 

•Minutes of the Council of the Exchange. 

^See above, pp. 35-6. 
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the Board was instructed to utilize “such marketing agencies, includ¬ 
ing commission merchants, brokers, elevator men, exporters and other 
persons engaged in or operating facilities for the selling and handling 
of wheat, as the Board in its discretion may determine.” To this was 
added the power to conduct investigations into the operations of the 
futures market.® While the open market had taken a severe setback 
it was not at this time put out of business. In practice the Board 
utilized the facihties of the Exchange to market its holdings. “It 
was convenient and necessary for the Board to do so because the 
Exchange was almost invariably used by the trade in initiating and 
hedging sales or purchases of the actual cash wheat.”® 

On September 6,1935, on the recommendation of the Wheat Board, 
the federal Government established delivery prices for wheat on a 
basis slightly above the current market quotations. Subsequently, the 
market price rose and remained above this minimum for nearly two 
months. There followed a decline which continued for about eight 
months, the price rising again in July of 1936. The result of these 
fluctuations was that when prices fell below the minimum farmers 
delivered their wheat to the Wheat Board, but when the open market 
price rose above the minimum they sold it largely to the private trade. 
The net effect upon the Exchange was that, when deliveries were 
being made to the Board, activities in the futures market fell off 
since the Wheat Board did not hedge deliveries made to it in the 
country. 

This in-and-out or alternative system of marketing, one year the 
bulk of producer deliveries going to the Board and the next year to 
the elevator companies, persisted until the closing of the futures 
market in wheat under war conditions in 1943. For the crop years 
of 1936-37 and 1937-38 the delivery price was lower than the open 
market price and these two crops were marketed by the trade. During 
the crop year of 1938-39 a sharp fall in prices occurred; the delivery 
price of 80 cents a bushel for No. 1 Northern at Fort William was 
considerably higher than the open market price and practically all 
of the 1938 wheat crop was delivered to the Wheat Board. As a 
result of a further decline in wheat prices, although the initial delivery 
price was reduced to 70 cents a bushel for the crop year 1939-40, the 
Board again received a large proportion of the crop. With rising 
prices in 1940-41 deliveries to the Board fell to approximately 44 per 

*Statutes of Canada, 1935, c. 53, s. 8 (k). 

*T. W. Grindley, in Canada Year Book, 1939, p. 573. 
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cent of the wheat marketed. In 1942-43 there was an increase in the 
initial delivery price and the Board received approximately 62 per 
cent of the wheat handled. At the beginning of the 1943-44 crop year 
wheat prices were rising and deliveries to the trade increasing. On 
September 27, 1943 the Dominion Government, with heavy war com¬ 
mitments, intervened and closed the futures market for wheat, making 
the Board the sole marketing agency.'® 

The inauguration of a general policy of price control during the 
war also led to the shutting-dovra of the futmes markets for coarse 
grains. Before the war these markets had functioned without govern¬ 
ment interference, and continued to do so until the Wartime Prices 
and Trade Board, acting through the Wheat Board as its agent, im¬ 
posed ceilings upon the prices of oats and barley. These prices were 
based on the maximum prices registered during the period between 
September 15 and October 11, 1941. On December 2, 1941 a ceiling 
price on barley was fixed at 64S cents per bushel and on January 6, 
1942 the maximum price of oats was fixed at 51% cents. These ceilings 
remained efiPective until March 18, 1947 when the ceiling price of 
barley was raised to 93 cents a bushel and of oats to 65 cents a 
bushel. (Ceilings were eliminated on October 21, 1947.) 

With prices for oats and barley rising rapidly, both grains soon 
reached Ae ceiling level. As the demand continued strong, even 
the lower grades commanded the ceiling price. The result was that 
the futures market for oats and barley ceased to function since there 
was no longer an element of risk or uncertainty about the price 
at which grain at country points conld be sold. Hence there was 
no reason to hedge purchases made there. As a consequence the 
futures market for these grains remained dormant during six years 
of price control. When ceilings were removed the market reopened 
on October 23, 1947. Prices immediately rose in the case of oats from 
the ceiling price of 65 cents to a range of from 87 cents for No. 2 
C.W. oats to 80 cents for No. 3 Feed oats, and in the case of barley 
from 93 cents to a range of from $1.27 for No. 2 C.W. six-row barley 
to $1.12 for No. 3 Feed. 

In the case of flaxseed, on March 9, 1942 the Minister of Trade 
and Commerce announced that the Wheat Board would be em¬ 
powered to act as the sole agency to receive flaxseed from the pro¬ 
ducer for the crop year 1942-43. On March 3, 1942, on the request of 
the Wheat Board, the Government suspended trading in flaxseed 

’®See above, pp. 61 ff. 
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futures. Trading was not resumed until August 14, 1948 following the 
removal of ceiling prices eflFective August 1, 1948. 

ITius, for a considerable period, only the marketing of rye remained 
to the futures markets of the Exchange, but as the normal production 
of this cereal in Canada was under 10,000,000 bushels a year, the 
market was relatively unimportant, as well as being subject to the 
wide fluctuations in price that limited supplies aggravate. 

The general consequence arising from all these restrictions was 
that the Winnipeg Grain Exchange no longer occupied the premier 
position in the grain marketing structure of Western Canada. Neither 
the producers nor the public were able to look to the open market 
for information about the trend of values. Producers focused their 
attention upon the acts of the federal Government. They were 
interested in the prices fixed at Ottawa and brought what pressure 
they could upon the Government to ensure that the minimum prices 
established should be remunerative to them. The Canadian Wheat 
Board, except where it was bound by Government mandate, based 
its price policy in making sales abroad on the values registered in 
the American free markets across the border. 

The real problem that worries the Exchange is whether it will 
recover the position it occupied prior to the suspension of futures 
trading in wheat. With the general relaxation of controls following 
the close of the war futures trading in oats, barley, and fiax was 
resumed. The negotiation of the British Wheat Agreement deferred 
a final decision on wheat and when it expired adherence to the 
International Wheat Agreement left the situation unchanged. The one 
point upon which all wheat producers are agreed is the importance 
of maintaining a minimum price to protect them against another 
catastrophic fall such as occurred between 1930 and 1932. The 
Exchange has come to accept the principle of an established minimum 
price even though this may involve years when the bulk of the 
farmers’ wheat is delivered to the Wheat Board. What it is opposed 
to is the continuance of a state monopoly in wheat marketing. Past 
experience has shown that under a voluntary system, when the price 
of wheat on Sie open market has risen noticeably above the \^^eat 
Board’s initial delivery price, producers have sold largely at current 
market prices to the independent trade in preference to relying upon 
the Wheat Board for uncertain additional returns from the partici¬ 
pation certificates issued to them by the Board when it takes delivery. 

On the other hand, although the reopening of the futures market 
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for oats and barley coincided with a high level of prices for these 
grains, the Pools and other farm organizations conducted, with con¬ 
siderable success, a strong agitation for making the Canadian Wheat 
Board the sole marketing agency for aU grains. It is doubtful whether 
they are wholly satisfied with the methods of sale that have been 
worked out under the Board for the disposal of oats and barley. The 
Pools continue adamant in their opposition to any return to the open 
market for wheat, even if this were supplemented by the retention of 
the Wheat Board to provide protection against unduly low prices by 
accepting grain for marketing at a guaranteed delivery price; that is, 
they are opposed to the Wheat Board reverting to the status it occu¬ 
pied before compulsory marketing was instituted as a war measure. 

There are several reasons for the Pools’ deep hostility to the 
Exchange. In the first place, the Pools were organized because of the 
hardships the grain growers experienced from the drop in wheat 
prices which followed the high levels prevailing during the First 
World War. The movement represented a protest, after a failure to 
re-establish a government board in 1922-23, against the returns the 
producers were receiving on their wheat in marketing it through the 
ordinary channels of trade. Under the influence of the fiery eloquence 
of Aaron Sapiro many grain growers were persuaded that, if they 
had control over the disposal of a large portion of the Canadian 
export surplus, they could not only eliminate the price hazards involved 
in the daily fluctuations of the open market but also exact higher 
prices for Canadian wheat from consumers in the markets of the 
world. The conjuncture of good harvests and higher prices during the 
boom years between 1924 and 1929 led them to believe that by organ¬ 
izing the Pools they had succeeded.^^ The crash of 1929 forc^ them 
to the conclusion that the Pools were not strong enough to insure 
their members against the effect of world-wide over-production, an 
inevitable decline in wheat prices. The agitation for a “100 per cent 
pool” developed first, but this movement quickly crystallized into a 
demand for a government board which would be the sole marketing 
agency for Canadian wheat. From this position the Pools have never 
wavered. 

Another reason is that the Saskatchewan Pool especially contains 
a strong left wing, which in its political thinking leans towards state 
socialism. The most powerful member of this group was the late 
L. C. Brouillette, who was the first vice-president of the organization. 

»*MacGibbon, The Canadian Grain Trade, p. 69. 
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After the death of A. J. McPhail in 1931 he became President, holding 
that position until his own death in 1937. Mr. Brouillette was a farm 
leader before he became a Pool oflBcial and was responsible for bring¬ 
ing Aaron Sapiro from the United States to direct the organization 
of the Saskatchewan Pool. Mr. Brouillette was a crusader and in his 
position of President was able to exert a strong influence on the 
poUcies of the Saskatchewan Pool and on the rank and flle of its 
membership. Adherents to Mr. Brouillette’s way of thinking continue 
to be influential in the organization. As the largest of the three pro¬ 
vincial Pools the Saskatchewan Pool has naturally been very im¬ 
portant in influencing the general pohcies and outlook of the wider 
group. It is not without significance that it is in Saskatchewan that 
the C.C.F. has found most of the party’s agrarian support. 

There is also some element of competitive advantage to the Pool 
organizations under compulsory marketing where competition at local 
shipping points is limited to the receiving and handling of grain for 
the Canadian Wheat Board, the body responsible for marketing it. 
The Board’s contract with the country elevator companies merely 
requires that the elevator agents pay not less than certain prices, but 
by and large local price competition tends to disappear. The Pools 
as part of their system have very effective local organizations at 
each country shipping point. 'These aggressive local organizations 
are often able to swing considerable grain deliveries to the Pool 
elevator when the prices available to the producer are the same at 
each elevator. 'This is the situation that normally exists although 
instances do occur where competing agents have broken away from 
fixed margins to retain valued customers. Price competition plays a 
much larger role when there is an open market. Sldlful hedging is 
an element in the prices that local agents can offer to their customers 
at country points. Thus the area of competition between organizations 
is widened beyond the mere handling of the grain as agents of the 
Board and is extended to the whole field of marketing operations. 
The test then becomes which competitor can offer the highest price 
to the producer for his grain and ultimately dispose of it without 
loss. There is an additional element of risk in buying and selling 
which calls for a higher degree of skill to avoid loss than is required 
merely for warehousing grain. It was in their marketing functions that 
the Pools came to grief in 1929 and 1930 not in their warehousing 
operations. 

Finally, attacks upon the open market and the Winnipeg Grain 
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Exchange furnish convenient rallying cries with which to maintain 
the morale of the Pools’ membership. The history of co-operative 
enterprises reveals many instances where these enterprises, as time 
went on, have gone into decline because the rank and file have lost 
their original enthusiasm. The Pools, with their excellent field services, 
their newspapers, libraries, and radio programmes, have devoted a 
great deal of attention to keeping their members alert and respon¬ 
sive. But without the Grain Exchange as a symbol of the forces against 
which it is necessary to contend, much of the “bite” in their propa¬ 
ganda would be lacking. 

There can be no doubt that the Pools will continue to support 
the compulsory marketing of grain through the agency of a govern¬ 
ment board, though they do not carry the logic of this position farther 
and advocate the nationalization of grain handling facilities. It is 
diflScult to estimate to what degree their present stand represents 
the vdshes of a majority of the grain growers of the West. A large 
group of western grain growers have never joined the Pools. More¬ 
over, there is some evidence that many producers would not be averse 
to a situation where they could rely upon the Wheat Board for a 
minimum price in years of depressed wheat values, but would have 
available to them the facihties of a competitive market when prices 
ranged above the minimum level. 

The functions of the futures market have been investigated in 
recent times by three Royal Commissions, and in each instance the 
investigators have arrived at the conclusion that free marketing, which 
involves the futures market, is a distinct benefit to the Canadian 
producer. Conditions change with time, however, and conclusions 
which may be perfectly sound under one set of conditions may not 
retain their validity if these conditions change. The importance must 
not be overlooked in this connection of the effect of the widespread 
change which has taken place in the methods of conducting inter¬ 
national trade in grains. 'ITiis is important in the Canadian situation. 
At the present time, vdth the exception of the Middle East and one 
or two countries in Europe, purchases of Canadian wheat for import 
are all negotiated through the agency of centralized government 
boards or departments of government. The question is whether 
western wheat producers would benefit if these buyers from abroad 
were able to purchase their Canadian supplies by operating on the 
open market instead of by negotiating their purchases through the 
Canadian Wheat Board. It is a difficult question to answer. 
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In recent years professional economists have made penetrating 
studies of the behaviour of markets where the number of buyers and 
sellers is not relatively equal.** They have shown that theoretically 
there is a strong presumption that where the number of buyers is 
limited they possess an advantage in dealing with a multiplicity of 
sellers. When the chief buyers of wheat are a relatively small group 
of powerful government agencies, buying in substantial quantities at 
one time, their ability to transfer their purchasing from one exporting 
country to another, as well as their ability to stay out of a market 
altogether for a period, gives them a power of manoeuvre in an open 
market against which a large group of independent individual seUei s 
are at a disadvantage. The gains that may accrue to the buyers from 
such a situation, however, are not likely to be very large, since even 
a limited number of rival buyers will afford a considerable measure 
of competition. On the other hand, there is the weighty consideration 
that where control of a country’s disposable surplus rests with one 
body, if its decisions are influenced by pohtical considerations or if 
it misjudges the futiure trend of wheat values, the effects are vvdde- 
spread and may entail heavy losses which have to be borne either 
by the taxpayer or by the producers themselves. Recent Canadian 
experience would appear to confirm this conclusion. 

In the United States open markets function under different con¬ 
ditions than those which prevail in Canada. The bulk of American 
grain is sold for domestic consumption, which ensures a multiplicity 
of buyers in the market as well as a multiplicity of sellers. But even 
in the United States the operation of the Commodity Credit Corpora¬ 
tion has at times disturbed the normal functioning of the markets. 

The present pattern of government buying and selling is not the 
most desirable form of international trading. In fact, it represents 
a retrograde step in the free intercourse of nations. Politically, it 
represents a reversion to nationalism in trade which is susceptible 
to being used and is being used for the purposes of promoting 
extreme protectionism. Technically it is slow, bureaucratic, and in¬ 
convenient. It must be recognized that the modem development of 
government controls over imports was undertaken originally as a 
defensive measm-e by European countries either to protect then- 
exchange position or to make themselves as self-suflBcient as possible 
in food supphes in the event of war. Conditions existing since the 

'•Edward Chamberlin, The Theory of Morwpolistic Competition (Cambridge, 
1933); Joan Robinson, The Economics of Imperfect Competition (London, 1933). 
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close of the Second World War seem bound to reinforce powerfully 
fhis drive to increase home production. Success in this direction almost 
invariably ends up in chronic conditions of over-supply. Present 
tendencies do not open up a reassuring long-run prospect to the 
wheat producers of Western Canada. 

The advantages of an open market in wheat, where a country has 
a large export surplus, are part of the general advantages which derive 
from a freely trading international economy. Under these conditions 
an open market provides the most convenient method of conducting 
international exchange. The operations of the futures market normally 
give the earliest and most reliable indication of changes in world 
conditions of supply and demand. Information comes to these markets 
from aU parts of the world, and its significance is translated into 
terms of market price. The data that such markets supply become a 
factor in the calculations of commerce throughout the whole trading 
area. Higher wheat prices in the futures market imply the prospect 
of dearer bread, reduced consumption, and lessened demand. Lower 
prices not only forecast greater abundance with increased consump¬ 
tion, but warn the producer against excessive production. Thus, wheat 
prices freely established in open markets exercise a regulative effect 
upon demand and supply. 

It follows that the open market exerts a powerful influence in 
determining the best utilization of agricultural land. This is one of 
its main virtues. Its activities entail the diffusion of reliable information 
on the trend of world wheat values. When wheat prices are fixed by 
government fiat, the way is paved for all sorts of interested pressures 
and extraneous considerations to enter into the determination of the 
level at which prices are established. The almost inevitable result of 
this in the long run is to induce over-production with a recurrence 
of the difiBculties that such a situation produces. More broadly, the 
results are that land that from an economic standpoint should be 
devoted to other forms of agriculture remains in cereals. In an agri¬ 
cultural area where the use of land, having regard to its qualities, 
is not economically adjusted to the structure of the market, 4e long- 
run result is that the area as a whole does not yield its maximum 
economic return. In promoting the best utilization of agricultural 
lands open market prices are far more likely to be permanently effec¬ 
tive than government controls, for when prices are fixed by the 
Government, the prices determined upon are not likely to be as low 
as actual conditions warrant. Marginal and sub-marginal producers 
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are usually suflBciently active and important politically to secure some 
protection. The price set does not exert the pressure necessary to 
divert production into possibly less attractive but sounder lines. 

The problem is the more acute since there is a natural reluctance 
on the part of the producer to shift from famihar methods of 
work, to say nothing of the cost involved. A not unimportant part 
of this reluctance in Western Canada arises from the fact that grain 
growing, while one of the most hazardous types of agriculture, at 
the same time demands the least sustained effort on the part of the 
producer. The farmer engaged in stock raising or dairying is tied 
closely to his farm day by day throughout the year. This is not the 
case with mechanized grain growing. While very busy in certain 
seasons, the grain producer is practicdly idle for considerable periods 
and can leave his farm without diflBculty. This comparative freedom 
of movement adds to the attraction of grain growing and is an 
additional reason why the grain farmer dislikes to shift to a more 
arduous and exacting type of agriculture such as stock production 
or dairying. 

If compulsory wheat marketing were abolished and the C anadian 
Wheat Board reverted to its former status of a body to which wheat 
could be voluntarily delivered at an initial price, with an issue of 
a participation certificate entitling the holder to a proportionate share 
in any surplus that might be realized on the ultimate sale of the 
wheat, the Winnipeg Grain Exchange would be able to function on 
the same basis it did between 1935 and 1943. The Exchange has 
gone on record as considering this to be an acceptable solution of the 
problem of how to retain the advantages of the open market while 
protecting the producer against disastrous declines in price. It repre¬ 
sents a compromise between two schools of thought, and on the 
whole proved a fairly satisfactory modus vivendi between 1935 and 
1943. Western wheat producers do not deny that the system of 
hedging made possible by the operations of the ^tures market reduces 
the costs and hazards of grain traders in moving gr ain bought at 
country points forward to ultimate markets, but they do insist that 
open market selling does not protect them against a period of low 
world wheat prices. The continuance of the Wheat Board, authorized 
to accept wheat at a minimum price, would give them a measure of 
protection in this respect. 

The basic problem would continue to exist, however; that is, 
the danger of setting the minimum price at a level that would tend 
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to keep certain areas of land adaptable to other types of agriculture 
in wheat production. Important as this consideration is, the practical 
difiSculties of fixing minimum prices at a suitable level are very great. 
A relatively low price aflFects in the short run all wheat producers 
and, therefore, is certain to be resisted even though it may be a 
necessary prerequisite to ensuring a more remunerative level of prices 
in the long run. 

A possible alternative to minimum prices that would give the 
producer protection against violent declines in open market prices 
would be an application of the principle of insurance. The idea of 
price insurance has sometimes been discussed. It was rather super¬ 
ficially examined in 1931 by the Stamp Commission when investigating 
trading in grain futures, but created little interest. Cases were cited 
where such schemes had been considered but had been rejected 
because the premium payments would have been too high, a reason 
that might not weigh so heavily in Western Canada now in view of 
the estimated cost to western wheat producers of the temporary 
stability in prices secured to them through the British Wheat Agree¬ 
ment. Dr. Alonzo Taylor, Director of the Food Research Institute of 
Stanford University, stated in evidence before the Stamp Commission 
that “they had considered such a scheme and found it actuarily feas¬ 
ible, but had rejected it because it disturbed the competitive elements 
of the different organizations engaged in the trade.”'* This reason in 
itself does not appear to be an insuperable obstacle to the adoption 
of an insurance scheme otherwise feasible, but a system of price 
insurance for the producer would undoubtedly encounter difficult 
technical and administrative problems. Low prices are usually the 
result of over-production. Over-production is usually attributable to 
excessive acreage devoted to wheat, but in Western Canada and 
other exporting countries wide variations in annual yield may also be 
a factor in such a situation. An additional difficulty in calculating the 
insurable risk over a period would arise from the tendency in various 
importing countries to encourage for reasons of state an increased 
domestic production of wheat by imposing import restrictions or by 
subsidizing their own producers. In the past this has led to serious 
over-production and consequent low prices. 

Within the area under an insurance scheme the insurable interest 
of the individual farmer would be affected by the nature of his land 

Report of the Commission to Inquire into Trading in Grain Futures (Ottawa, 
1931), p. 41. 
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and his care in tillage. At one extreme would be the farmer who, 
except for an occasional catastrophe, gets either a good crop or a 
fair crop. At the other extreme wo^d be the case of the farmer whose 
land is so poor or is in such a dry belt that he never gets much of a 
crop and frequently none at all. From a practical standpoint his 
insurable interest would be so small that on an actuarial basis the 
risk would be unacceptable. Dr. Taylor ventured the opinion that by 
using actuarial methods with data covering twenty years a premium 
for price insurance could be determined tfiat would be safe.*^ This 
would not deal with the case of the producer located on very poor 
land, but at the present time there are certain areas in Western 
Canada that should be withdrawn from the production of wheat. 

In Western Canada an approach to the principle of insurance is 
now partially but crudely employed with reference to crop failures. 
Under the Prairie Farm Assistance Act the Board of Grain Commis¬ 
sioners is required to collect a levy of 1 per cent of the purchase price 
of all western grains purchased through licensees of the Board. The 
funds collected by it are paid over to the Receiver-General of Canada 
and are placed in a special account called the Prairie Farm Emer¬ 
gency Fund. Out of this fund the Minister of Finance is authorized 
to pay awards made under the Prairie Farm Assistance Act, which 
is administered by the Department of Agriculture. If at any time the 
fund proves insufficient to meet the demands made upon it, the 
Minister of Finance is empowered to make an advance to the fund 
sufficient to meet the deficit out of unappropriated money in the 
Consolidated Revenue Fund of Canada. The Act became efiFective on 
August 1, 1939. It was originally operative only when the average 
price of No. 1 Northern wheat was less than 80 cents per bushel, 
thus creating an “emergency” year; by an amendment in 1942 any 
year might be declared an emergency year. 

Since 1939 each year with the exception of 1942 has been declared 
an emergency year until 1947 when the regulations were changed 
making the declaration no longer necessary before making payments. 
The Act has been amended several times, in general to make it easier 
to grant awards. The basis of award has been the average yield per 
acre in areas designated to receive assistance. The insurance principle 
has not been carried to the point where the insurable interest of the 
individual producer has been actuarially calculated and the premium 

“Evidence and Proceedings before the Commission to Inquire into Trading in 
Grain Futures (Winnipeg, 1931), p. 318. 
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necessary to cover his risk computed. On the whole, the measure has 
provided a form of relief, the expense of which has been partially 
home by the grain growers as a group. 

Although one might infer from the language of the Act that the 
levy of 1 per cent was expected normally to carry most of the cost 
of this relief, no one seems to have expected that the scheme would 
be self-hquidating. Yet the magnitude of the deficits that would 
ensue was probably not foreseen. The Act has now been in operation 
for twelve years, and it is possible to determine what biuden has 
been placed upon the grain growers located in the more prosperous 
regions of the West for the benefit of those loeated in areas particularly 
subject to drought, and what burden, represented by the deficit in 
the fund, has fallen upon the general taxpayers of Canada. 

Payments under the Prairie Farm Assistance Act from August 1, 
1939 to August 1, 1948 totalled $90,623,091. Of this sum producers 
in the province of Alberta have received $20,043,858; in Manitoba, 
$2,227,117; and in Saskatchewan, $68,352,116.*' Collections by the 
Board of Grain Commissioners for the same period were $33,029,802, 
approximately 36 per cent of the total amount disbursed. Collections 
from the in^vidual provinces were: Alberta, $9,473,973; Manitoba, 
$5,229,853; Saskatchewan, $18,323,160. A small amount, $2,815, was 
not allocated to the collections from these provinces.*” 

It will be observed that while the grain producers of Saskatchewan 
paid into the fund roughly $18,000,000, they received from it 
$68,000,000, over three and one-half times the amount contributed by 
them under the levy and more than double the total collections 
made in Western Canada for the fund. Alberta grain producers as 
a group received $20,000,000, paying in about $9,500,000, or less 
than one-half of what they received. In the case of Manitoba the 
amount collected through the levy exceeded payments from the fund 
by well over one-half. From the experience of nine years it would 
appear that if the amount to he collected had been placed on the 
basis of approximately 3 per cent of the purchase price of the grain 
marketed the total cost of assuring the grain growers protection would 
have been borne by the western grain producers themselves rather 
than the larger part thereof becoming a charge against the taxpayers 
of Canada. At the same time, assessment of the levy at a flat rate 
is grossly inequitable as between the three provinces. Under the 

‘'Dcxnioion Bureau of Statistics, Ottawa, Oct. 27, 1948. 

i«Board of Grain Commissioners for Canada, Winnipeg, Nov. 8, 1948. 
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scheme as presently constituted the producers of Saskatchewan have 
been the greatest beneficiaries while the producers of Manitoba, if 
such a scheme were operated on a provincial basis, could have pro¬ 
vided themselves with the protection they now receive at one-half 
the present rate of the levy. 

The magnitude of the disbursements in Alberta and Saskatchewan 
for seven of the nine years under review confirms the conclusion that 
there are certain areas in these provinces where crop failures recur 
so frequently that the land should be devoted to other forms of 
agriculture or withdrawn from cultivation altogether. To the objection 
that this would mean drastic reorganization of the life of the com¬ 
munities affected there is the reply that there is no reason to suppose 
that climatic conditions will radically change. The situation is likely 
to be a permanent one. Many of the agricultural areas of Eastern 
Canada in their earlier history were forced to undergo drastic re¬ 
organizations of their community life for similar causes.” There is 
a real reluctance to face the harsh fact that through subsidies, direct 
or concealed, grain growing is being continued in certain districts 
of the West without providing of itself a decent living for the producer 
or strengthening the economic life of the state. If payments under the 
Prairie Farm Assistance Act were taken out of the category of relief 
and based upon a fund accumulated by assessments levied on an 
actuarial calculation of risk this situation would tend to disappear. 

The most substantial grievance that western grain producers have 
against a system of free marketing is that it does not protect them 
against disastrous declines in prices. One might regard the last twenty- 
five years as an era of experimentation in which various expedients 
have been resorted to with a view to ensuring to producers reasonable 
stability in returns. But at the end of this period there continues to be 
great uncertainty over what direction the marketing system will 
ultimately take. It is conceivable that a return to the open market, 
complemented by a comprehensive system of price insurance, would 
eliminate the weaknesses disclosed in fixed minimum and maximum 
prices and long-term contracts while affording the grain producer an 
adequate degree of protection. But it is important to emphasize that 
no conclusion with respect to the merits of price insurance should 
be reached vdthout the most thorough investigation of its possibilities. 

i^Dominion Btireau of Statistics, Education Statistics Branch, Analysis of the 
Stages in the Growth of Population in Canada, by M. C. Maclean (Ottawa, 1935). 
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Summary and conclusion 

In 1932 the wheat economy of Western Canada was reeling under the 
full impact of the Great Depression. The outlook was most depressing, 
and farm welfare was at a very low level. The interval between that 
period and the present has been crowded with events bringing to 
the fore a variety of problems that have engaged the attention almost 
continuously of the producers, the Pools, the independent trade, and 
the Government. In 1932 the immediate problem was the disposal 
of excessive surpluses without undue loss, a problem that led to 
acrimonious public controversy. In 1937 a severe drought reduced 
the average yield of wheat to 6.38 bushels per acre and brought 
distress to large areas. In 1939 the outbreak of war, coinciding with 
a return to abundant harvests, cut oflF a large part of Canada’s export 
markets, piled up surplus stocks, and channelled the bulk of Canadian 
exports to Allied countries. With the conclusion of the war the break¬ 
down in international trade and the virtual bankruptcy of western 
Europe made the financing of export shipments the dominant concern. 

National wheat policy has been shaped largely by attempts to 
solve the problems created by these circumstances one after another 
as they arose. The Canadian Wheat Board was established as an 
agency to liquidate the surplus accumulated by the Pools in 1929 
and 1930 plus supplies acquired in an efiFort to stabilize the market. 
Controversy over the best methods of selling Canada’s export surpluses 
led to the Royal Grain Inquiry Commission of 1936-38. The Commis¬ 
sioner’s suggestion that the Government should remain out of the grain 
trade, with the retention of the Canadian Wheat Board as a stand-by 
organization to ensure a minimum price to the producers, was rejected 
because of the latter’s fear that prices might again fall to unprofitable 
levels on the open market. The Board became the sole instrument 
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for marketing Canadian wheat as part of the policy of controls insti¬ 
tuted in connection with the Canadian war effort. Its status has been 
maintained to guarantee minimum prices to the producer. A by¬ 
product of the war arising out of the fiscal necessities of the Dominion 
Government was the taxation of the Pools under the Income War 
Tax Act. The threat of unmanageable surpluses led to acreage controls; 
the various measures enacted to provide for relief in the event of 
short crops and to encourage farmers to increase livestock production 
were due partly to the requirements of the war effort and partly 
to an attempt to persuade western wheat growers, in the interests of 
greater stability of income, to diversify their output. The British 
Wheat Agreement was an effort to safeguard Canada’s principal 
export market under post-war conditions. The International Wheat 
Agreement of 1949 which overlapped and followed it represents the 
fulfilment of an ideal which has been cherished by the wheat growers 
of exporting countries for over twenty years. 

Tlie mechanics of receiving grain at country elevators, shipping 
it, grading, weighing, storing, and moving it forward to its final 
markets have remained practically unchanged, but the marketing of 
wheat, the principal export crop, is now completely under the control 
of the Dominion Government. The open market for wheat has dis¬ 
appeared. Legislation has also been put into force providing for the 
marketing of oats and barley under the Wheat Board and it now 
appears to be established firmly as the controlling marketing instru¬ 
ment for these grains. The result of the recent plebiscite in Manitoba 
supports this conclusion. The Dominion Government’s constitutional 
authority to legislate for compulsory grain marketing remains 
insecure. At present in the case of oats and barley it rests 
upon complementary legislation by the provinces; in the case 
of wheat upon the Government’s ability to enter into agree¬ 
ments with other countries. 

Although all the actions of the present Liberal administration at 
Ottawa imply a continuance of monopoly control, if legally feasible, 
the Liberal party has not specifically committed itself to state market¬ 
ing as a permanent policy. On the other hand, the Progressive Con¬ 
servative party has endorsed the principle of allowing the producer 
to market his wheat or other grains by any means he may choose. 
The Co-operative Commonwealth Federation supports in principle 
state socialism. 



CONCLUSION 


While western farm organizations adhere, under the militant 
leadership of the Pools, to the policy of a state marketing board, 
the oldest of the producer-own^ organizations, the United Grain 
Growers Limited, a strong and expanding company, has consistently 
championed free marketing as being in the prt^ucers’ interests. The 
Winnipeg Grain Exchange naturally has bitterly opposed the Dominion 
Government’s adoption of state socialism with respect to grain 
marketing, but up to the present has been fighting a losing battle. 
Nevertheless, the private elevator companies remain in a strong 
position. 

Canada is so deeply committed to an export trade in wheat that 
any developments in this field of international trade are of the highest 
importance to her. The general trend towards negotiating purchases 
and sales through the agency of government bodies was strengthened 
by the chaotic conditions in Europe following the Second World 
War. This trend itself is one phase of the swing towards more socialistic 
forms of government. The repeated and finally successful effort to 
achieve an over-all international wheat agreement is in accord with 
theories of this nature. As long as this trend continues it will influence 
the methods by which Canada sells her wheat for export. But it must 
be recognized that neither the outcome of the British Wheat Agree¬ 
ment nor the prices currently being obtained from sales made under 
the terms of the International Wheat Agreement provide evidence that 
long-term contracts of this nature are advantageous to the producer. 

Marketing arrangements are only one aspect of the larger problem 
of agriculture in Western Canada. Much of the land in the West is 
better adapted to the cultivation of cereals than to other forms of 
agriculture. As far as the predictable future is concerned Western 
Canada will continue to be an important exporter of wheat But 
variations in rainfall from year to year in this region, in conjunction 
with fluctuating world supplies, make wheat farming a hazardous 
type of agriculture. Within the last two decades annual western 
wheat production has twice exceeded 500,000,000 bushels, and in one 
year has fallen below 200,000,000 bushels. Prices for No. 1 Manitoba 
Northern wheat within this period have ranged from below 50 cents 
per bushel to over $3.00 per bushel. These violent fluctuations have 
meant that the western wheat producers have enjoyed years of high 
prosperity and periods of painful depression. 

The problem of the western farmers who must rely upon the 
production of cereals for their income is to endeavour to secure a 
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reasonable stability of returns from one year to another. Hence the 
strong tendency to look to the state for assistance and protection. 
Legislation in keeping with these ends, however, entails the danger 
of placing wheat growers in a preferred position, thereby delaying 
the development of a desirable balance between the production of 
cereals and that of livestock and of dairy products. There is a constant 
drive in Western Canada towards expanding the production of wheat, 
a propensity which is not in the interest of developing a stable 
agricultural economy. This tendency requires to be kept in check by 
firm administrative control if the consequences that normally flow 
from price declines on a free market are to be cushioned by basic 
minimum prices or other measures. Unless the necessity for control 
receives the weight it deserves in the formulation of agricultural 
policy, areas eminently suitable for stock raising or dairying will 
continue to be devoted to the production of wheat. It is of the highest 
importance that the long-run effect of immediate policies should be 
constantly kept in mind. 

The maintenance of the Canadian wheat export trade on a sound 
basis requires wheat production in areas capable of growing wheat 
of high quality at relatively low cost, the handling of stocks in the 
least costly method possible without deterioration of quality, and a 
sales policy of offering wheat at prices “as low as is consistent with 
actual cost of production.” Regard for these factors in the past largely 
accounts for the important position Canada now occupies in inter¬ 
national wheat trading, and it lies within Canada’s own power to 
continue to be guided by this fact. Canada, however, is only part of 
an international trading community in which the wheat trade is an 
important item. International trade will languish if nationalistic 
restrictive policies impair it. For the Canadian West the most 
propitious circumstances for the continuance of its export trade in 
cereals are those that make for the freest possible international 
exchange of goods and services. 
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